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Bishop’s Gambit 
Hawaiians Who Own 


Goldman Sachs Stake 
Play Clever Tax Game 


A.. lawyers say they can’t find any 
precedent ior ine trust $ Qperacons. ` S 
oesn't [00k nke a cnarity in any way,” 
says Danlel Kurtz, former head of the New 
York attorney general's charities Cureau. 
“They're running a school, but they're 
really running and ménageine billisns o 
dolars in Investments.” 


‘Business-Like Features’ 


i i The highly secretive trust enjoys near: 
Their Trust Is Educational. EEE e trust enjoys near: 


But Investments Produce seruiny trom outsiders, But after deciin- 


: ing requests for interviews with a number 
Big Incomes for Trustees of its officiais, Sisnop Estate uinmately 
By ALIX M. FREEDMAN 


made (wo trustees available In the school's 
opulent library. Richard ‘Dickie’ Wong. 

And LAURIE P. CoHEN 
Moff Reporters of Tur: Kau STARF? IUUANAL 


the €2-year-old chairman af Bishop's 
board, emphasized that “the trust's sole 


HONOLULU — The: t Haw purpose is education.” An affable former 
:Tust that now ow Ds Hawaii slate-senate president. Mr. Wong 
& Co. ouls_itsell_as a charity. I's an acknowledged that the trust has some 


increasingly tough sell. “business:fike features that arent usual 

Bishop Estate doesn't invest like a and customary 10 see in a charity, ` But he 

Weattional charity either: Instead of pes» Said this is Gecause the trust must perpetu- 

sively pursuing rent, Interest and divi dre isell forever without raising money 
{rom tne public. 


dends, 
g move involved the Royal Hawaiian 


Bishop wheels and desis in the 
warid of shopping centers arel chains e firs 
d ariii i Ti Shopping Center Ine, a taxable Bishop wilt that 


and ariling ventures, Several of its invest- : 
ment partner say inat when deals turn; owned a bustling mall near Well Beach. In 1986, 
Sour. the Bishop trustees.don't hesitate tal Mark McConoghy, an influential tax lawyer at the 
intervene aggressively. : ant Price Waternouse, concluded that 


accounting gi 1 
While managing Its school is the the shopping. center co! transfe from the 
zroup’s central chantable purpose. Bishop taxable subs! to its tax-lree parent. in 
essence, what he oa was keep manacement of th 


mall in the taxable unit and move the actual assets 

{nto the tax-free zone—thus apparently sticking to 
(een int wen af commercial enter- the Tener of ihe law regardin sive investments. 
crises aad investments —a sum unheard al” Just t I g i 


x ust to make sure, ne asked for and recejyed a 
among other major cnarities, which spend peels ing rom the cemnitting the transac- 
most of their earnings on core operations. ton to proceed—just two montns before a new tax 
Then there is ihe critica! matter of faw that would have prohibited it was to go Into ef- 
taxes. With the helo of more than tw fect. The move, which employees dubbed “the 
decades. worth O coup.” Saved Bishop millions of dollars in taxes. It 


Ka privata -AR was also s masterstroke because foe taxable sub 
Aree, ne Internal Reve: Stdiary retained the tax-loss carrv-forwards that re- 


put ty one-th: 
{scal 1993 earn} 


on in 
ion, Of the 
rest, about $100 million became new fodder - 


Hite) 


OKT 
of the Taw. AS a re- 


sun. polenually tax: 
able Pasa are con: 
ducted on a tax-Tree 


nue Sarv ice, the sulted from tne mall's development and its early, 
irust NAS managed Wndrofitable vears. These were subsequently ae 


to offset the taxable unit's profits and minimize 
faxes actually paid. 

The coup was propltiously timed far another rea- 
son: By the late 1980s, the Japanese thirst for prestige 
brands al favorable exchange rates had turned the 
mal into the trust's single most lucrative holding and 
one of the most irenetic shopping enclaves anywhere. 
With stores like the world's top-grossing Chane! and 
Salvatore Ferragamo end the No, ranked Hermes, 


insiders say the mail's rents curently generate 
eTOUNG a mOn Lax irea ater expenses. 


Mr. McConogny's coup also markedly enñanced 


Puuahi Bishop 
billjon to $10 Bilton: 


the trusteas' income, since under Hawailan law the 


0 t 
as attracted nearly $20 mtilion jz 


med $270,000 each f 
a Mi lnwsual-fasnicn, oartiv 25 A 


making Ue Teverse commuti the tara de 
calculats wnere ia Tossaé m a ao caine af ranra 


nam ani awa af 


Trustee Henry Peters says that ere ee 
wansfers have been “audited and seruuo v the 
rezwators and found to awuk “ ére was a 
enelit that accrued because of smart decisions, we 
are not going to apologize for fit," the trustee adds. 
Sill, Mr. Glacomertt, the former asset-management 
head, says Mr, Takabuki, in particular, played tne tax 
game assiduously. “When Mr. Takabuki- saw that one 


cf the investments wasn't going to work out, he'd say; 
totally fail and transfer it into one of our corporate 
subsidiaries so they can take a tax deduction on the 
n "Mr Giacometti says. 

alling the taxable units “a repository tor the 
cogs," Mr. Giacometti adds that the trustees w 
‘clearly testing the limits of TRS rulings and taking 
the most aggressive posture they can." The RS de 
cines to comment on anv aspect of the trust's tax 
strategy, saying the ta: returns filed by Bison's 
taxable subsidiaries are conijdeptia). 


ROM WHAT CAN BE gleaned about the 
Investments mede by the tax-exempt 
parent itself, jn the late 1980s the trust 
also perfected & means of doing poten: 
tially taxable deals on 8 tax-free basis. 
In One such transaction In 1987, Bishop planned for 
its shopping-center unit to invest $$ million to buy 
equity In an industrial park outside Atlanta. But 
Mr. MeConoghy struck ona way to make this ’‘ac- 
Uve" ake stake “passive” and thus. tax free, re 
cals Ciay Hamner. an equity holder in the deal. 
7 ck, Mr. Hamner says. was to structure the $5 
milion investnent.as a “pardcioaung mortgage," 
thus converting the otherwise. taxable prorits from 
developing Tand into tax-exem ips interest Income. 
Tax capers familiar with-charites point cut that 
the IRS seldom revokes an o Con's tax-Execapt 
status, and it has no other penales at its disposal. 
“This is a group that has- so: much clout that ao 
one stops them," says Paul Streckiug, an expert on 


tax-exempt organizations who dealt with Bishop as 
an IRS official in the 1970s. At. the time, Mr. Streck: 


{us says, Bishop would frequently ask for private rub 
Tansacttons~a ent course since TAUCK tax. 
able Income can apa a chari 


ty's tax-exempt sta: 
tus, "Each indivi dl 


es in 
no big deal" he i 


ISHOP APPRECIATES the secrecy. Im- 
deed, the trust 1s so shy about outside 
{nterference that it has nixed certain 
debt deals because of trustees" worries 
that financial information in the offer- 
ing memoranda would circulate too widely. In addi- 
tion, Bishop ts currently pressing tho state attorney 
general to bar public access to its audited financial 


data. “As the complexity of ; tio ; 
the e nature of this information n to 
protected, Op expiaing. 
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PROTECTING YOUR ASSETS 


How important is your personal and professional privacy? How important is it that your business and 
personal assets be well organized to offer you the best possible protection from liability, taxation, harass- 
ment, judgments, etc. while providing you the greatest benefits? The combination of your business and 
personal estate represents the work and accumulation of a lifetime. Shouldn't protecting and preserving that 
accomplishment with proper business and estate planning be one of your highest financial priorities? 


All of this can be achieved through the use of trusts. 
Trusts 


A trust is a right of property, real or personal, held by one party for the benefit of another. 
Americans have the unlimited freedom to hold, transfer, sell, give away or dispose of their property 
in any manner they wish. Trusts provide a lawful method of relinquishing ownership, along with its 
inherent liabilities, while maintaining unlimited use and practical control of the property. Simply put, 
a trust is a contract in which an individual transfers property into a fictitious entity that is managed by 
one or more fiduciary agents on behalf of holders of beneficial interest in the trust. 


Many of America's wealthiest and most influential people have long established trusts to 
protect their assets. These include the Rockefellers, Kennedys and Morgans, to name but a few. 


There are only two basic kinds of trusis: statutory and common law. Statutory trusts get their 
existence from the State. Somebody, somewhere, sometime wrote a statute that created this type of 
trust entity. Some legislative body enacted the statute as law. As a result, the State can regulate these 
trusts, and the State can change the rules governing these trusts at any time. The creator (the State) 
maintains control of its creation (the statutory trust). In other words, whatever protections a statutory 
trust may afford you today may not apply in the future. if you care to research it, you will find that 
ordinarily, attorneys will exclusively work with statutory trusts. 


Unlike their counterpart, common law trusts - also called Pure Trust Organizations (PTOs), True 
Trusts, or Unincorporated Contractual Organizations (UCOs) - get their existence from fundamental 
law, British Ecclesiastical law, the Magna Carta, the Holy Bible, and your Natural Right to contract. 
Neither the federal nor State government can regulate common law trusts, nor can either in any way 
obstruct your right to contract. 


No state shall... pass any bill of attainder, ex post facto law, or law impairing 
the obligation of contracts...” 
United States Constitution, Article 1, Section 10, Paragraph t 


Most of the trusts you commonly hear about are statutory in nature. However, for the purposes 
of this discussion | will deal exclusively with common law trusts, since my goal is to teach you how to live 
free from government regulation, and no government can lawfully regulate these types of trust entities. 


One of the most important aspects of putting together a working trust is to ensure that the 
trust does not have the appearance of a corporation. Remember, all corporations get their existence 
from federal law, therefore corporations are subject to the jurisdiction of the (federal) United States. 
If your trust looks too much like a corporation then the IRS and corporate State will tax it and the 
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federal government will regulate it as a corporation. There are four general attributes inherent in 
all corporations. If your trust possesses any three, it will be treated as a corporation. 


The first attribute of a corporation is centralized management, which does exist within any trust. 
Second, limited personal liability of the principals, which is also true of trusts. Number three is conti- 
nuity of life, because a corporation continues in perpetuity; a trust, however, is a contract and must 
tnerefore have a termination date (in law, there is no such thing as a life contract), which may be 
extended, but which extention must first be incorporated into the body of the trust. 


Fourth is easy transferability of beneficial interest; corporate stock certificates are negotiable 
instruments, transferable to anyone at any time. A properly written common law trust contract includes 
the issue of Certificates of Evidence of Right of Distribution to holders of beneficial interest in the trust. 
However, in order to transfer these Cenificates, the Holder must obtain the written approval of the fidu- 
ciary agents. This means that transferability is not easy. So a properly written common law trust con- 
tract shares only two of the four attributes of a corporation, and will therefore be treated as a trust. 


History of Common Law Trust 


Plato is believed:to have had one of the first common law trusts around the year 400 B.C. The 
first trust of record was drafted by patriot Patrick Henry for businessman Robert Morris of Virginia in 
the year 1764, twelve years beiore the signing of the Deciaration of Independence! This trust is still 
fully operational today, over 234 years later, under the name The North American Land Company. 


In 1968, Senator Edward Kennedy (D-Mass.), while in a state of alcoholic inebriation, ran his car 
off Chappaquiddick Bridge, resulting in the death of his companion, 29 year old Mary Jo Kopeckni, whose 
parents subsequently sued Senator Kennedy for the wrongful death of their daughter. They received a set- 
tlement - from a Kennedy - in the amount of 30,000 dollars. The thing is, they were lucky to get that much! 
The reason they had no choice but to accept such a paltry settlement is that Ted Kennedy doesn’t own 
anything! As a matter of fact, Senator Edward Kennedy has filed a public Oath of Povertyl! Everything that 
he uses, everything that he possesses, is held in common law trusts, and other fictitious entities. As a 
result, those assets could never be attached due to an indiscretion or violation committed by the Senator. 


Former President John F. Kennedy had a cat that scratched someone badly on the face. The 
person decided that, having been scratched by a Kennedy cat, he would sue for damages. Now, when 
you are somebody like John F. Kennedy you go to great lengths to protect yourself from liability claims 
by divesting yourself of ownership. It turned out that the cat was not owned by JFK at all, but rather 
was held in a common law Pure Trust Organization. Further, it turned out that the cat was the only 
thing held in that particular PTO. So the plaintiff won his case and was awarded the cat. 


These are some of the many examples of how a common law trust can give you substantial 
liability protection and bulld an iron-clad wall around your assets, making you virtually judgment-proof. 
By diversifying your assets into different trusts, you can eliminate almost all liability. 


How į Pure Tr rganizati 


In the beginning, you - the Exchanger - are the owner of real or personal private property. You 
enter into a contract with a Creator, to create the trust; then you exchange into that trust certain assets 
which you currently own. You receive back from the trust Certiflcates of Evidence of Right of 
Distribution in the amount of one hundred (100) units, representing all of the trust assets. You no 
longer own the real or personal private property, the trust now owns it. However, only the Holders of 
these Certificate units can benefit from or use those assets. 
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You can establish any number of irusts on the first ievel, containing any amount of property. The 
second level holds a domestic management trust, which is the Holder of beneficial interest in each 


of the first level trusts. Distributions from any of the first level trusts go to the second level domestic 
management trust. 


The third trust in the conduit structure is called a Foreign Conduit trust, which becomes the 
Holder of beneficial interest in the second level trust. Distributions from the domestic management 
trust go to the Foreign Conduit trust. This is where the initial transfer of property - from domestic to 


off-shore - occurs. The distribution to an off-shore trust requires that a K-1 Form be filed with the 
Internal Revenue Service. 


The fourth level contains a Foreign Accumulation trust, which receives distributions from the 
third level Foreign Conduit trust. Up to this point, there is still paperwork which may connect the off- 
shore assets with the domestic management trust (the third level trust filed a K-1 Form, remember?), 
so in order to completely sever the connection and end any possible paper trail, | recommend a fifth 
level. This final entity is a Foreign Passive or Foreign Grantor trust, and it receives distributions from 
the fourth level trust. To complete the example, let's say that you are the Holder of beneficial interest 
in the fifth level Foreign Grantor trust. The structure is now complete. 


Now, let me give you an example of the practical benefits of using a foreign trust conduit 
structure as | have just described. 


Let's say you place your home into the first level trust; tne trust then sells the home. After 
paying its expenses (i.e. - remuneration paid to officers by contract, operating expenditures, etc.), the 
trust makes a distribution to the Holder of beneficial interest (second level trust) which, after paying its 
expenses, makes a distribution to tne third level trust, etc. This process continues until the fifth trust 
makes a tax-free distribution to you, pursuant to IRS Revenue Ruling 69-70. The result is that you pay 
no capital gains taxes on the sale of the home or the receipt of the Foreign Grantor trust distribution! 


Filing Requirements 


Common law Pure Trust Organizations are not required to file 940s, 941s, 1040s, or any other 
forms (except the aforementioned K-1 in a conduit situation) with the Internal Revenue Service. Pure 
Trusts are not required to pay income taxes; the IRS even admits that they cannot tax property owned 


by a Pure Trust (see Appendix J). The IRS considers this type of trust to be a “foreign estate” or 
“foreign trust" because it is foreign to federal jurisdiction. 


“The terms “foreign estate” and “foreign trust” mean an estate or trust, as 
the case may be, the income of which, from sources without the United 
States which is not effectively connected with trade or business within the 


United States, is not includible in gross income under subtitle A.” 
26 USC 7701 (a)(31) 
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in General 
l As Exchanger, you no longer own the property held in trust. You are therefore free from liens, 
levies, attachments, taxes, or any other action which may be filed against the property. Likewise, 


the property is free from liens, levies, attachments, taxes, or any other action which may be filed 
against you. 


A common law trust may be considered a living, or inter vivos trust, since these terms apply to 
any trust established during the lifetime of the Exchanger. A common law trust is irrevocable; once you 
have set it up you cannot arbitrarily change your mind. However, under certain special circumstances, 
the fiduciary agent may terminate the trust prior to its contracted termination date. 


Pure Trust Organizations are considered to be active, because the fiduciary agent has actual 
duties to perform in administering and conserving the trust estate. A trust can be either complex (able 


to accumulate income and make distributions at its discretion) or simple (income must be distributed 
at least annually). Most of the trusts | work with are complex. 


Remember that attorneys make a huge amount of money on probate cases and liability claims. 
Pure Trust Organizations completely eliminate probate and minimize liability claims. Therefore, most 
of the time: an attorney will not advise you to create a common law Pure Trust Organization, since it 
would represent a direct conflict of interest on his/her part. You are advised to research these trusts 


and draw your own conclusions. (See Volume 13, American Jurisprudence for legal validity of these 
trust entities.) : 


“No state shall... pass any... law impairing the obligation of contracts...” 
Article |, Section 10, United States Constitution 


“A trust is not dependent on statutory law.” 
Eliot vs. Freeman, 220 U.S. 178 (1911) 


“A trust is a legal entity.” 
Burnett vs. Smith, 240 SE 1007 (1922) 


“If itis free of control by Certificate Holders, then it is a Pure Trust.” 
Schuman-Heink vs. Folsom, 159 NE 259 (1927) 


“A Pure Trust is a contractual relationship in trust form.” 
Berry vs. McCourt, 204 NE 2d 235 (1965) 


Benefits of a Common Law Pure Trust 


* Business and liability protection 

¢ Total real and liquid asset protection 

e Freedom from taxation 

* Freedom from probate 

» Maintaining your natural right to privacy 

« Virtual elimination of liability claims 

« lron-clad protection from judgments, liens, levies, etc. 
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N. C. SUPREME COURT TO HEAR 
BAILEY STATE RETIREES, 
FAULKENBURY DISABLED STATE 
RETIREES AND INTANGIBLES TAX 
CASES ON SEPTEMBER 12TH 


The constitutional rights of thousands of retired and active state employees will be argued 
by attomeys for state employees and retirees, disabled state and law enforcement employees and 
people who paid illegal intangible taxes. Chief Justice Burley Mitchell and the North Carolina 
Supreme Court will hear the attorneys’ arguments on Thursday, September 12, 1996. What do all 
these folks have in common? “Plenty,” says Eugene Boyce, a Raleigh attomey who represents 
several hundred thousand Plaintiffs involved in three class action lawsuits. “There are common 
threads running through all three-cases that at first glance appear to involve quite different issues,” 
says Boyce, 

The three cases, known as the Bailey case, the Faulkenbury/Woodard/Peele case and the 
Fulton case, all involve recent court proceedings in which different state and federal judges at 
various times over the past year have ruled the State of North Carolina is violating constitutional 
rights of its citizens. In the state retiree case, the State failed to live up to a fifty year-old promise 
not to tax Judge Bailey and other state employees, teachers and law enforcement officers on their 
pensions - a violation of the:““Contract Glause?of the U. S. Constitution. In Fulton, the State violated 

the “Commerce-Clause” of the U. S. Constitution by taxing owners of stock in non-North Carolina 
corporations while exempting local corporate stock. As to disabled retirees, Faulkendury (a school 
teacher), Woodard (a policeman) and Peele (a state worker), these class members have contract 


rights that also are being violated under state and federal constitutional provisions: prohibiting 


enactment of statutes:that “impair the obligations of contract.” 
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The State set up twelve to eighteen defenses in the three cases but failed on all. “The 
evidence at trial was rather overwhelmingly in favor of the state employees and taxpayers,” says 
Boyce. “And the three different courts, two state and one federal, were consistent in their 
determination of what the true facts are as well as their application of the law and constitutions,” he 
adds. 

The disabled retiree controversy goes back eleven years to 1985 when a Greensboro fireman 
and policeman in behalf of a group of local government employees eventually succeeded in proving 
their right to an adjusted formula for monthly allowances. Their legal effort resulted in restoration 
of 25% more in benefits disabled local government employees were losing by reason of a 1982 law 
change. After lengthy and complex litigation, Attomey Marvin Schiller of Raleigh, joined by Boyce 
and his law firm in 1990, won a class action settlement in the landmark Simpson case that Schiller 
had been pursuing through state trial and appellate courts for over six years. For reasons attomeys 
for the state employees, teachers and law officers are unable to explain, the Attorney General and 
the Retirement System settled with local government employees but continue to resist revising 
formula payments to their counterpart teachers and state employees. About seven thousand state 
employees, teachers and judicial system disabled retirees are being denied correct monthly 

allowances even after trial court rulings in May 1995. The Attomey General entered an appeal- and 
got a “stay” of the trial court’s judgment which postpones relief through the time of a Supreme Court 
ruling. Local government employees when disabled have been getting twenty-five percent greater 
benefits than teachers and state employees for the past five years. State employees must wait a 
while longer. “A decision effects state employees who are already disabled and retired as well as 
active employees who were vested with five years service by the time illegal changes were made 


in July 1982 or January 1988,” Boyce says. 
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, Secrets of the 
Irrevocable Pure Business Trust 


ing for a good busi- 
ness trust can be a frus- 
trating and confusing ex- 
perience for the neophyte. 

R Even experienced attor- 
neys are often confused or, worse 
still, misinformed concerning the es- 
sential nature of the Irrevocable Pure 
Business Trust. Scores of trust 
writers have become convinced that 
theirs is the only good business trust 
on the market. Case law and rules of 
law have been cited to support their 
various positions. 

Can they all be wrong? Are they all 
right? Whom can we trust when we 
seek liability protection for our busi- 
nesses by means of a trust arrange- 
ment? The intent of the following 
article is finally to put to rest any 
misunderstandings regarding the 
Pure Irrevocable Business Trust in 
words that are direct, simple and in- 
capable of being misunderstood. 

There are literally hundreds of 
different kinds of trusts. A glance at 
Black’s Law dictionary confirms the 
formidable array of equitable trust in- 
struments which have been the sub- 
ject of litigation in the past. This 
categorization also suggests to the 
uninitiated that any trust must follow 
precise guidelines and must conform 
to prescribed patterns, or it can be 
broken in court. The truth is that al- 
though many trusts must conform, 
the Irrevocable Pure Business Trust 
need not and:should not conrorm to 


any specifie rule ot fam for truste, Or flaw for trusts, for 

it is not truly a trus is.a contract 

M the form of a trust. This is the great 
“secret” that has confused and misled 


so many trust writers in the past. 


Two categories of trusts. 


It is helpful to divide trusts into two 
broad categories—the first being 
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those trusts created by privilege, and 
the second, those which arise as a 
matter of right. Those trusts which 
are created by privilege are by far the 
most common. A brief discussion of 
both types will serve to illustrate the 
essential differences between the 
two. 


Statutory trusts 


Trusts which are defined in precise 
terms and which are bound by proce- 
dural structure fall into the category 
of trusts which arise by privilege. In 
those cases, some 
deciding authority or 


passed by the legislature, not rules 
passed by administrative agencies, or 
opinions of judiciary committees 
based upon prior case history, The 
legislature does not directly describe 
the form a particular trust is to take; 
but the legislature does have the pow- 
er to delegate certain powers to oth- 
er governmental agencies, including 
the authority to make their own rules. 
These rules are termed “‘administra- 
tive law” and become law (or the 
“rule of law”) simply by being pub- 
lished in the Federal Register. 


agency, whether the There is at least one very 
LR.S., the American important difference between a true 


Law Institute’s Com- 


mittee ons Trustee Irrevocable Pure Business Trust 
some other body or and other trusts; that difference 


agency, has seen fit to 

describe and limit a 

particular kind of 

trust. “Charitable” trusts, “family” 
trusts, “grantor” trusts, and so on, 
are described and limited’ by the form 
given them by some committee or 
agency, which in turn has based its 
findings upon judiciary conclusions as 
provided in case law. In Restatement 
of the Law of Trusts we read: 

“. .. The sections of the Restate- 
ment express the result of a careful 
analysis of the subject and a thorough 
examination and discussion of perti- 
nent cases. The accuracy of the state- 
ments of law made rests on the 
authority of the Institute. They may 
be regarded as the product of expert 
opinion and as the expression of the 
law by the legal profession.” 

In other words, the form of a trust 
is normally dependent upon prior case 
law, and the authority for that “law” 
is based upon opinion. When we think 
of law, we normally think of statutes 


lies in contract. 


The trust maker is then forced to 
choose the form of his trust. fom 
among what is offered. When he does 
so, he is eerie from (ul- 
timately) the le ture. A privil 
of course, is that which is A i 
= good pleasure of the author of 

Privil can be with- 
pred iso or revdifed by the 
grantor of the privilege. The judici- 
ary, on the other hand, is faced with 
what is known as the “Rule of Law,” 
a formidable combination of rules and 
case law. 

Case law can be quite flexible. For 
every case which points in one direc- 
tion, there always: seems to be anoth- 
er which points in the opposite one. 
We may conform as precisely as pos- 
sible with the “rule of law” in form- 
ing a trust, and yet it can still be 
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of this nature can successfully avoid 
probate court. 

But what about total liability protec- 
tion? What about privacy and tax 
reduction? Unfortunately, most trusts 
fail in this regard. They fail because 
they compromise the basic principle 
which lies at the foundation of all 
trusts, the transfer of direct owner- 
ship, which carries with it the conse- 
quent transfer of liability. Liability 
aways follows direct ownership. A 
trust transfers direct ownership to an 
artificial body, the “corpus” of the 
trust. But if that transfer is challenged 
in court, on the basis of the proper 
“form” of the trust, then the liability 
may be removed from the trust, usual- 
ly to the detriment of some individual. 


Contractual right 
The other broad category of trust is 


“No state shall... pass... any Law 
impairing the gation of Con- 
tracts.” 


That section of the Constitution pro- 
vides, in a nutshell, the sum strength 
and structure of the Irrevocable Pure 
Business Trust. Any other position 
serves only to weaken the essential 
nature of the business trust. Indeed, 
the Courts have ruled that: 

“A pure trust is not so much a trust 
as a contractual relationship in trust 
form.” 

(Berry v. McCourt, 204 NE2d 235) 


The right to contract is protected 
as we have pointed out, by the Con- 


“A pure Trust is established by con- 
tract, and any law or procedure in its 
operation, denying or obstructing con- 
tract rights impairs contract obligation 
and is, therefore, violative of the Unit- 
ed States Constitution. 


that created by contractual right. ion.” 
Privileges can be wi wn, revised ——(Sinith v. Morse, Z CA 524) 


~or modified by their giver. But aright 


is that which is incapable of revision 
or modification, and cannot be statu- 


torily abridged: tatement o 


Law of Trusts, which we quoted earli- 
er, we read: 

“A statement of the rules of law 
relating to the employment of a trust 
as a device for carrying on business is 

_not within the scope of the Restate- 
ment of this Subject. Although many 
of the rules applicable to trusts are ap- 
plied to business trusts, yet many of 
the rules are not applied, and there 
are other rules which are applicable 
only to business trusts. The business 
trust is a special kind of business as- 
sociation and can-best be dealt with in 
connection with other business associ- 


The American Law Institute’s clas- 
sic multi-volume study of trusts fails 
even to discuss the irrevocable busi- 
ness ! Why? They won't di 
Pees it rally isn’t a trust, and 
the rules for trusts just don’t apply to 
it. In reality, it is a contract in the 

Jorm of a trust” 

As businesspeople, we all want secu- 
rity. We want security for our busi- 
nesses and we don’t want someone 
else telling us how to organize or run 
our businesses. We conduct business 


prinaple. 


of contract rather tha: 1 q uage. 
legislative privilege. Article I Section 
10 of the Constitation provides that: 
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and again: 
“The right to create the Business 
Trust is based on the common-law 


right to contract by individuals estab- 


lishing it.” 
(Gleason v. MacKay, 134 Mass, 419) 


It is very important. to construct the 
business trust such that every officer 
or party of interest has a contractual 
relationship to the trust; otherwise, 
the protection of the contract is lost. 
The trustees must be appointed. and 
must accept their position by contract. 
The business manager must be con- 

in the ‘same manner. Every 
party in interest must have some kind 
of contractual relationship with the 
business trust. If the trust should ever 
once partake of the privileges afford- 
ed by legislatively granted agencies, 
then it will compromise the strength 
of its own position. Granted, statutes 
rarely directly address trusts; but, for 
convenience to the reader, let us, for 
a moment, refer to “the rule of law” 
comprising case law and agency regu- 
lations published in the Federal Reg- 
ister as simply ‘“Statutés.” 

Now we know that business. trusts —— 
(common-law contractual trusts) are <— 
created by contract. But if those trusts 
which are created by contract ever par- 
take of the privileges granted trusts by 
the “Legislature,” then said trusts im- 
mediately become subject to whims of 
the “Legislature,” and they lose the 


(please turn to page 44) 


FINANCIAL NEEDS ANALYSIS SOFTWARE § 


iacrease your Commissions by 


sis 
© Educational Funding 
e Federal Income Tax 
Estimator 
© Estate: Planning 
o Retirement Planning 
o Disability Income Analysis 
s Cash Flow Analysis 


s Survivor’s Income Needs 


Tlustrating the Insurance Need 


— OPTIONAL GRAPHICS SUPPLEMENT AVYAILABLE— 


} | | 1 H Paice 
GALL NOW FOR OUR SHOW PRICE! Grag 


Links to Agency Daabase® 
(FDP's Agency Partner clier muagement progr) 


For sawe intfurmatios, 


caerogaatrion 


call, write ar far: INANCIAL DA brke t WA NINN ION 
Matthew Nebiff PLANNIN Faxit UAI X34-Als 


37 


Irrecovable Pure Business Trust 
(Continued from page 37) 


right to the unassailable protection of 
a contract. It is like a “Tar Baby.” 
When we first touch the tar, we are 
stuck. 

The “Ashwander Doctrine” ex- 
plains this principle: 

“, .. anyone who partakes of the 
benefits or privileges of a given stat- 
ute, or anyone who. even places him- 
self into a position where he may avail 
himself of those benefits at will, can- 
not reach constitutional grounds to 
redress grievances in the courts 
against the given statute.” 

(Ashwander v. T.V.A., 287 U.S. 288, 
56 S.Ct. 466) 


The bottom line is quite simple. It 
is a matter of rights vs. privilege. Why 
should we restrict the operation of our 
businesses to the territory granted by 
legislative privilege when it is not real- 
ly necessary? Not only is it unneces- 


Irrevocable Pure Business Trust and 
other trusts. Those “other trusts” 
may even have the outward form and 
name of the irrevocable. business 


trust, but they lack the substance 
thereof. 


That difference lies in contract., If 
the trust 1s formed and organized by 
contractual relationships, and pro- 
tects the parties in interest by provid- 
ing them an “‘arm’s length distance” 
relationship to the trust, then it is a 
true Irrevocable Pure Business 
Trust. If the trust partakes of statu- 
tory privileges then it is a “statuto- 
ry” trust, and the loopholes provided 
by privilege can be plugged at will by 
the legislature, which has the power 
to suspend its privileges as easily as 
it can grant them. We would be wise 
not to rely upon statutory privilege 
and the case law that supports those 
privileges. Rather, we should rely 
upon the constitutional safeguard 


against the impairment of contracts. 
Dee ee RIE a a a 


That way we may totally avoid the 
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To receive a free copy of the cata- 
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Two new state editions, Pennsylvania 
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€ neces- contentious litigation that comes from , and Illinois, have baen added to the 
sary, it can be downright foolhardy. challenges to statutory trusts. Weare family of newslgtters\th< 
~ Any Sinart lawyer can tell you that for “then out of the legislative statuto California, Fle 
every case'law on one side of an issue, ~Syetem and undes the protein oF The newsle 
there usually exist two on the other “the constitutional common law. We i 
side. Case law is always a two-edged “greinther 


: è alm of positive law as o 
sword. It cuts both coming and going. posed fo colorable statutory law. 
pp ag I E a 


The Irrevocable Pure Business Trust We are, in short, in a position of 


on the other hand, is: strength through having separated 


‘A trust organization, consisting of ourselves from any connection with 


which cannot be abridged. The agree- the bounds of a contractual relation- 
ment when executed becomes a Fed- 


hip. It is axiomatic that liability fol- 
eral organization and not under the ae direct aac , and de vee info 


Taws assed by any of the several ownership has been the object of in- burs 
legislatures. numerable IRS challenges 
(Crocker v. MacCloy, 649 U.S. to traditional trusts. MB i rs” 
Supp. 89 at 270) C en Soi Kal- 
In sum, there is at least one very č Surte 103, San-ihego, 
important difference between a true I/R Code: 8000 Trusts 92121; FAX 619 453-0173. 
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"There is a clear distinction -in this particular case between an Individual! | 
and a corporation, and that the latter has no right to refuse to submit its books 
and papers for an examination at the suit of the State. The individual may stand i 
upon his constitutional rights as a citizen. -He is ëntitled. to. carry-on his private j 
business in -his.own way, His power to contract is unlimited. He owes no such l 
duty to the state, since he receives nothing therefrom, beyond the protection of | 
his life and property. His rights are such as existed by the law of the land long } 
entecedent to the organization of the state, and can only be taken from him by 
due process of law, and in accordance with the Constitution. Among his rights 
are a refusal to incriminate himself, and the immunity of himself and his property 
from. arrest or seizure except under a warrant of the law. He owes nothing to 
the public so long as he does not trespass upon their rights.” : 
Hale v. Henkel, 201 U. S. 43 | 


Origins of the pure trust... from Plato to Patrick Henry - : 


Trusts have had a long history and usage. Trusts can be traced back to 

ancient Greece, around the time of 400 8.C., when Plato first used a non-profit 

wust' to finance his university. There is also evidence that Roman Law 
recognized the use of trusts. 
I 


Trusts have been a part of the British Law jor several centuries. In 
England, trusts" were in use as early as the 11th century, and by the 15th 
century, trusts were belay entorced by the Courts of Chancery. 


During the Middle Agés in Europe, abusive taxes, limitations, and 
restrictions were placed on the ownership of land. By using trusts the property 
owner was able to transfer .the legal title. of property to a trustee for the benefit 
-ot the heirs. The.. _secreéy., .of this transfer was. advantageous, as many of the 
taxes and restrictions whiçh, applied to thë property owner did> not attach to the 

_ trustee, and cduld. therefore,’ be" Ignored altogether. 
aa Tr PASS. s Ta Sees ; 
; : ‘Over’ ‘the't years} many “Versions of the’ basic trust. content have been ees 
EE putssheir basic goal "has remained the ` ‘Same -- preserving. ‘the family aA 
ætate, while” Rebping it out of the hands of the king (governrtient). : ~The same 

goals are desirable today. EA 


i ne, 


Pure trust organizations arrived in America with the colonist. The first 
American pure trust of record was drafted by the famous attorney and patriot, 
Patrick Henry,.in 1765, 24 years before the adaption of the Constitution. Known 
as the North American Land Company, this pure trust is still in operation today, 
more than 200 years later. 
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3y Zola Sheehan 


Tassut (U's the new buzzword, 
Everyuac is clking shout trusts and 
low you: aved:to-have one. Well, 
exssily whut is 3 (rus? There sre 
severi different types of trust, but 
xe will simplify it down to two 
asic types: Statutory Trusts sad 
Common law Trusts. Statutory 
Trasa rte those that alorneys help 
yeu put together, bused upon 
samte lay, 

Zhen 3 government passes 
somes, of rules an whether or nos 
yuu ma do something, and then on 
sxsetly haw i should be done, his 
«hel paving sttue liv, When 
yew ask permission froin governe 
meat to Jy suaihing, you are in 
essence igina foc a privilege, When 
eas permision of priviluge is gante 
su. pus are thea under thy jurisdic: 
zon of tay agency: panting ihe: priv. 
a You.ate expyeted to alrcy all 
sulus ur laws assecizted with 
rivilvae. And. ignanuive of the 
tite is an excuse if you perhaps 
meka 3 isiaiske. 


One dependable fact about : 


legisletiaa is drat one legislator has, 
the ngpununity to-undi.ar updates 
aieviuus leglshitions Siututucy law 
a chuage like ligliining! What the 
iMlsture creates, it cnatrols, 
ies Created under statutory law 
are like rental houses with a day 
“oy day tenul agreement, If the 
‘sadlard waat his howe hacky you 
ie sat ia mutch af 3 pasitian to 
srgee. The saune house exists to 
sewe me lepishiture becuse they 
give it privileges. ° 

We swe this luppen all.the Ume, 
especially with te IRS, wiere ‘rules 
oe statutes are constantly changing 
and wna ance was yccuptible sud: 
veaty ao lunger ts, Chances are you 
nil ax find out about the changes 

saul the moment when you ate 

se: hua hy them. ` 

Wish 3 Statutory Tryst, 3 trust 
wanen vader thy satute luns of the 
gad the Internal Revenue’ 
Cede. you are under their jurisdic- 
Hon, You have ta be canstanily 
revere of what all the ‘rules? con- 
cerning these trust aye. | 

A gasie rule af thumb beween 
siase hw and common law is thls; 


vu. Curemondaw ù thar which tells 
you hst yoy sanata da. 

Fee casmple, “You must register 
yout æn You must have insurance. 
Yau must have 3 drivera licence.* 
These sre stitute laws. z 

‘You must nol lie ta 3 court 
Yau must not steal, You must not 
adl These ure common larva, 


aw fells you what-yuu must ` 


hat |S a Common Law Tris 


The ccmimon law Is touted 33 
being the supreme law of ure-land 
by sil those who run for public 
office, yet it ls also under constant 
attack by those same pollticlsns 
with the creation of their ststutory 
laws dist suppress the comnion law, 
For exainple die common law right 
to vavel ls being linplnged by ail of 
the statutory rules surcounding the 
operation of your automobile. 

Some will say dist die common 
law is no more. They are either.mis- 
informed, usurpers, or ignorant of 
history and reality, If you find 3 


- legal typs.wzhe says the comnion , 


law ts no more, be wary and careful 


the land owner's family: out in the 
cold, To protect lils Interests; the 
land owner created and placed his 
propery into a trust. Since the trust 
now owned the propeny, snd the 
trust was not subject to°3 physical 
death, the land was held for tlhe 
land owner's’ (amily, glving them 
some security for the future. - 

The first US. conunon law trust 
ef recard was drafted Dy the famous 
atterney and paot, Psuick Hen 


la 1765, twenty-four years before 


the adoption of the Constiuilon. - 


. The was done for Governor Rolen 
_blarris of the Yirginis Culony, who 
was 3 prominent fancjec of the 


„it is created under the common law. 
.@f.contracts and does not depend 


of your wallet. They are probably 

“ignorant Jo-guoders who don't 

-know the difference Deiween “the 

y Republig for which it stands and 

» the ‘socialist democracy which pays 
my bitis hy stealing fromm you. 

The basis for the terminology 
“Common Luv Trust” ls that it is 
treated under the commun lav of 
contracis and does not depend 
upon any statute for its existence. 
it ls based on the cannon tae 
tight to cuntract as enuniersted In 
the United States Constitutlon, 
Anicle t Section 10. 

A. good way to undersisnd 3 
Common Law Trust, (aka 
Unlacosparsted Business 
Organizatiun, UDO, Bysiness Trust 
Organizatlon, BTO, Kassachuseus 
Trust, Constitudlonal ‘Trust, Puce 
Trust, Cantracilonal Trust}, ls to sec 
k as s three pany contract where 
assets are owned absolutely by an 
Individual who puts them in the 
candiional ownership of another, 
the trustee, who manages or con- 
vols them while they ste In transit 
to the eventual omvner, the trusi cere 
Uicate holders, Le, the beneficiarics. 

A simple example of this Is a 
Parcel Service. You wish to send 3 
package. You put the package 
into the ese and trusteeslilp of 
the delivery service, who then 
delivers it ta the henefleiary, the 
aduressee. A trust just puis certain 
asses ‘la transit,’ 

The Common Lav trust had its 
beginnings in England In the eigh- 
teenth century. In thst ern, when 3 
land owner dled, all af his haldings 
would tevert to the crawn, leaving, 


upGn any statute for its existence. 


American Revolution. Known ss the 


American Land Company, this ccin- 
mon law trust is stil in operation- 


tpday_over iwo hundred twenty- 


ight. years Titer, : 
~The common law trust came 


into greater use in Aflassachusetts In 
1827., As a result, 3 common lav 
trust is offen called ua 
"Massachusetts Trust” in legal cire 
cles, In fact the Constitution, the 
great governing ducument of this 


nation, Is written like a trust. Yes, it 


ls renewed every few yess. The 
several Republics or Stated grant 
cunditional control ovet a portion 
of thele suvereigny to a based of ~ 
trustees called the Senate and the 
Hause af Representatives. The 
contract calls for a genera! manger, 
which is the executive branch, and 
a pectector, whieh ts the Suprenie 


» Court and the judiciary, who can 


sop the trustees from getting tuu 
fae out of order, The trust would 
fail if all the trustees terns 5 expired 
at the sung ilme, so ihe Grantors 
renew lle (rust every few years 
(pre 17th Amendment) by appoint’ 
ing new trustees, The Geneficlarics 
` of the trust are “We the People.” 
(Willy suci 3 fine uxampie, haw 
can we resit having 3 trust of our 
own? When you creste 3 trust (3 
legal contrast designed ta hold yuyur 
assets under the “supeevislon ofa 
tautee) you are creating 3 spree 
icgal entity that has itt own cume 
mon law Identity sad rights, nut 
privileges that can be revoked. 


PACE 21 


authority: to change its. provisions 
except those suthorized by the 
trust itself; This Is supposed by 
contract law, and. Anicle.. 1, Scetlon™ 
10 of the United States Constitution 
whick states.In pan, *No'State shalt 
pass sny law impairing the obligs- 
tlon of contracts...” Accordingly; 
since the treust is 3 contract 
henvcen ule settlor snd the trusice, 
the trust contrzet controls the activ: 
iles, powers anu responsibilities of 
those who sdaunister the trust. The 
document creating the trust ts 
` termed the law of the trust. 
Lets look stan example of how 
a comman law vst ezn work fur 
you. Sain ls a conunon imon wii a 
wife, tvo kids and 3 home. He lrs 
worked hard all of his life and he ls 
afraid that when he passes away 
, Drabate aud esate taxes will 26 


„C away his estate, Ue has also just 


faved out thar péohate slone csn 
uke up ta ton years. Sa he decides 
that the beat way lo ga mould be tu 
place his estate in wnt Ie creates 7 
teusicand s3K3.his good friend tv-be 
his insteg, The trustee umkes sure 
that Ure estate ls Kept up and per- 
haps even: has an_licreae in value. 
When Sanjsles,-uhe tus docs not 
die svith tilm it cantinugs to ‘exist 
sad hold the propeny, The vustee- 
can now distrihute Sants estate 33 
he wanted without having the 
counts or. aturneys get involved, 

Jus like in aid England 3 ust 
cia hold ante the family cuate and 
Rrant security. to your family. tn-the. 
_end it all comes duwn to this, 3 
wmon law trait G i touk 2 tuol: 
that df uscd: “properly. can protect. 
your assets, injure your pelyacy,' 
elimlaaié prolate’ aad pwe garer: 
anu offer you greater tix savinys. 

~ 


There are no statutes directing —— 
haw ar why 3 common law trust-—— 


can he organized, No one has legal aama. 
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The Higher Truth 


aia i ġa a ae eee ee con ree 


Ts: Diane N. Vinitoy 
Shiez, Accounting 3ranch 
Internal Fevanus Service 
Bi soe. Olney a mee cae 


Ms. Whitby 


cently applied for an EIN numd®2, loc) aaunemasU ome 
fice. Alter applying I was informed, anc giver. copy of a 
itten oy you. Which states "A Pure Trust Organization 
< ceaguizement, therefore a EIN number is not reguires." 
Be bat I shouid receive ao letter saying that fact, lem 
your office. Instead I received an EIN number am very COmeusst 


i 
eyer this, Could you plaase clarify this for ma? 
I am ineluding in this letter a copy of the 
application. Your offiea's zraesponsa. And a copy o 
saying that an S9N number 13) noe ssquvced, 
Thank you vary nuca Goo yous! Cims in uhisani micas 
anxiously waiting youc answec. 
Se ea kcal Sy 
ANN) 
Ww AN Dapartmont of tno Tranaury 
VAN] internal Rovonuo Service 
In ceaoly refer ta: 
OGOEN, UT 8420 Hay 26, 1996 LTR 696C 
This letter was received after 
another one of our Clients applied 
for an EIN for a Pure Trust 
Organization because he wanted a 
letter like the first Client. Instead, as 
requested, the IRS sent him an EIN# 
and a Notice to file an annual 1041 
Taxmayer Identification Number: Form! He responded with the above 
letter and the IRS cancelled his 
number and agreed he did not need 
Thank you for the inauiry dated Nar. 27, to file a 1041 Form! 


. 
Qur cecarus show yau no longer have to file Form(s) 
TRT 


e—a 


Dear Taxnayer: 


If vau have any questions abaut this letter, nlease write to us at thy 
address shown an this letter. If you prefer, you may call the IRS 
Ltelcnhone number Listed in your local directory. An emonlayes there 
may We able ta heln you, but the office at the address shawn cn this 
letter is most famlliar with your case. 


Whanever you write ta Use picasa Include your telenhone number with 
the area cada, the haurs we can reach you. and send this letter. You 
may also want to keen a cony of this letter for your records. 
Telephone Number ( ) Hours 


we aoologize for any inconvenience we may have caused ycu. and thank 
you for your cconecration. 


Sincerely yours, 


SK ; 
Barbara J. McCormick 
Chief, Accounts Service Section 
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Vo The Higher Truth 
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J 
« Dopartmont of tho Troasury 
} Intarnal Rovonuo Sarvice 
In paply ref 
PHILADEL PMI a, PA 19285 June 05, 1995, eR arene eave 
0000 906 Gag 
029303 


This Letter was received from the IRS 
by a Bank Manager after the bank 
ordered a EIN Number for one of our 

Pure Trust Organization Clients. 


Daar Taxpayar | 


: ae 
We cannot proces your apolication for a EIN nunbor: A Pura Trust 
Orgrnization has no tax rrguirements, therefory a EIN number fs Aoe 


reauired, —_""___ nee 


If you havt any auestions ebout this latter, please urita us at the 
addreas shown on this ettar. If vou preter, you may cali the IRS 
tolachons number Aidsted in your locel diractory. AnD employes theres 
tay bz able to help you, but the of flee at the sddrass shown on this 
later is mock fomiliar vith your cara., 


Whenevec you writu, ploepse ínaclude your telephone nurber, the hours 
you can ba reached, and this lettor. Keeap a copy of this lottar 
your recerds., 


for 


Your tolephone number í Jen a R Saeco Hour ain a 


me spologizeu for any inconventance snd thank you far your cooperation. 


Sincerely yours, 


pe Utes 
DIANE H. WHITBY 


CHIEF, ACCOUNTING FRANCH 


COCCECERECCCCCCCCULULULUULLLLLLLLLL ELUDES LE 


nicks might include corporate benefits, 
Social Security Cards, bank cards, 
“ames in all-<apitels, commerce, wusts, 
“and even debt m moncy — no telling how , 
“may devices might be ‘Used to, mayes 
‘from the status of * freemen" in the 
“"Uaion USA* to subjects and citizens 
“of the ‘corporate “United Ststes”. 

*A number of Amendments, 
especisily the 16th (income tax), were 
not lawfully ratified. Another called 

he * missing” 13th ( (titles of nobility) 
wes probably ratified in 1819 and later 
removed illegally from the Constitution 
sear the end of the Civil War. Under 
the Union and “Constitution for the 
United States of America”, these 
improper rstifications and deletions are 
Tessonous, but under a corporate U.S. 
and "Constitution of the United 
States", these acts might be 
uaremarkable examples of 
acmuoistrative procedure (corporate 
rules). 

© Asa public servant of the 
Uaion USA, government could never 
sign 8 treaty with a foreign power that 
wapaired the rights of Union members. 
However, as corporate agents, 
diplomats could enter into treaties that 
sre legally binding on their principal — 
se corporate U.S. government — even 
if those treaties violated the 
Constitution for the Union USA. 

* The income tax would be 
mandatory for government-crealed 
corporations and artilicil entities, but but 

“caly voluntary Tor Union members who 
might want to "help" the corporate US. 
(as happened with the "Victory Tax" of 
AWT). This might also explsin why 
che Supreme Court ruled that the 16th 
Amendment granted "no new powers" 
w government — maybe they meant “no 
new powers“ to the public servents of 
the Union USA, while at the same Gmc 

“The Toth had massive administrative 
implications for the corporate citizens 
ofthe SiT a=. ea ae 
~~ —~¥X3 flesh and blood members of 
the ‘Union USA” we have God-givea 
rights; as subjects/ citizens of corporate 
*U.S.°, we have only governament- 
gancd privileges. 

* Corporate citizens are 
artificial persons who enjoy privileges 

only after the moment of dirth and 


Wa himna g Aln a 


corporate certification. Therefore, 
under the corporate U.S., fetuses and 
embryos are disposable non-entities 
who can be legally aborted. However, 
since the fundamental requirement for 
Union membership is flesh and blood, 
we are cach members of the Union 
USA and fully endowed with our God- 
giyen rights to ‘life, liberty, arid the 
Pursuit of happiness* from the moment 
“Of Conception. Within the Union USA 
end according to "Constitution for the 
United States of America“, abortion of 
any flesh and blood member is murder. 
(Is the "absurd* correlation 
berwcen cvil and artificial entities 
teginning to scem more plausible?) 


Prob'ly Not So, But.... 

latriguing hypothesis, hmm? 
But still too fantastic to be easily 
believed without a lot more research 
and analysis. Therefore, 1 concede my 
hypothesis (that America was intended 
to be a Union, but is instead being 
“administered” as a corporation) may 
be false. Still, even if there’s not a 
single government corporation, it is 
undeniable that an unaccountable 
corporate culture is festering in 
Washington D.C. 

If you examine the Contents of 
The United Stazs Government Manual 
(published annually by the Office of the 
Federal Register, National Archives 
and Records Administration), you'll sce 
forty-eight government “organizations” 
listed under the Legislative, Judicial, 
and Execuuve branches of government. 
Among these forty-cight government 
organizations are Congress, the General 
Accounting Office, the Supreme Court, 
the Nations! Security Council, end the 
Departments of Agriculture, 


_ Government 


Commerce, Defense, State, 
Trensportation and Veterans Affairs — 
these are, presumably, the “legitimate” 
components of government. That is, 
these forty-eight organizations might be 
composed of "public servants” 
operating government for the benefit of 


the Preamble’s "Union", 4 
ut in that same Government 


Manual, under the sub-hcading 
“Independent Establishments and 
Corporations", there “are 
“Sixty-two “ organizations". among 
these sixty-two Independent snd 
Corporate entities are the CLA, EPA, 
EEOC, FCC, FDIC, FEMA, Federal 
Reserve System, GSA, NASA, OSHA, 
Peace Corps, SEC, TVA, the U.S. 
Arms Control and Disarmament 
Agency, and the U.S. Post Office. 


These organizations are not precisel 


“part of" the government; instead they 
are agencies of the executive branch of 
government, which operate principally 
as corporations. 

So has our government 
incorporated into a single artificial 
entity? Maybe not. But has our 
Union’s government (intended to 
include only public servants) evolved to 
include a host of agents and artificial 
entities with limited liability who serve 
government rather than the people of 
the Union called "The United States of 
America"? Absolutely. 

As a result of this growing 
corporate presence in government, 
there are a lot of surprising similarities 
between the way our current 
government seems to operate {in open 
defiance to the Constitution USA), and 
the way a hypothetical single corporate 
government might operate — if it truly 
existed. 
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Open Letter To IRS Commissioner 


Dear Mrs. Margaret M. Richardson, 

[ have been searching for many years to 
find, within U.S. Code Title 26, the Internal 
Revenue Code, the section(s) which created 
your agency, the "Intemal Revenue Service,” 

but I have been unable to find ivthem. I 
decided to research and locate whatever 
uther sources of information I could regard- 
ing how the “Internal Revenue Service" was 
established; what my research has uncov- 
ered is astounding and bizarre. Here are 
some of the things which I have found: 

In 1972, an intemal Revenue Manual 
CIRM") 1100 was published in both the 
Federal Register and the Cumulative 
Bulletin, see 37 Fed. Reg. 20960, 1972-2 
Cum. Bul. 836. On the very first page of 
this statement published in the bulletin, the 
following admission was made: 

“{3) By common partace (sic) end understanding of 
Ine ime, an office af the importance of the Office of 
Comumussioner af Internal Revenue was a bureau. 

“The Secretary of the Treasury in his repon at the 
close of the calendar year 1862 stated that "The Bureau 
of Iniemal Revenue has been organized under the Act of 
ie last session...’ Also if can be seen that Congress nad 
itended to establish a Bureau of Internal Revenue, or 
thought they had, from the act of March 3, 1863, in 
shich provision was made for the President to appoint 
wth Senate contirmation 2 Deputy Commissioner of 
intemal Revenue ‘who shall be charged with such duties 
i the bureau of internal revente as may be prescribed by 
the Secretary of the Treasury, or 2s may be required by 
law, and who shall act as Commissioner of internal rev- 
enue in the absence of that officer, and exercise the priv- 
itege of franking all letters and documents pertsining to 
te otce of internal revenue.’ In other wards, ‘the office 
of intema} revenue’ was ‘the bureau of internal revenue,’ 
and the act of July }, 1862 is the organic act of today's 
intemal Revenue Service.” 

This statement, which appears again in a 
similar publication appearing at 39 Fed. 

Reg. 11572, 1974-1 Cum. Bul. 440, as well 
as the current IRM 1100, essentially admit 
that Congress never created either the 
Bureau of Internal Revenue, or the Internal 
Revenue Service. To conclude that “ij can be 
ç; 
seen that Congress had intended to establish 
a Bureau of Intemal Revenue, or thought 
they had” (see IRM 1111.2 - Exhibit A) 
(Emphasis added) is an admission that even 
the government itself cannot find anything 
whatsoever which actually created either 
agency. The only office created by the act 


of July 1, 1862, was the Office of the 
Commissioner, neither the Bureau of 
Internal Revenue, nor the “Internal Revenue 
Service" was created by any of these acts. | 
am enclosing a copy of IRM 1111.2, marked 
Exhibit A, for your convenience. 

{ have no doubt that, when the employees 
of the “Internal Revenue Service” were 
researching the origins of the so-called 
agency so that this statement could be 
included in the IRM 1100, that these 
employees must have performed a very 
thorough and exhaustive investigation. [am 
sure that the position of the “Internal 
Revenue Service” regarding how the alleged 
“IRS” came into being is the best that can be 
written under the circumstances. 

However, besides the problem that these 
acts simply did not create either the Bureau 
of Internal Revenue or the “Internal 
Revenue Service,.”, there exists the fact 
these acts were repealed by the adoption of 
the Revised Statutes of 1373. Therefore, it 
would appear that your “agency” has never 
actually been created by any act of Con- 
gress. This is obviously a serious tlaw. 

I have also found the following statement 
in the Federal Register Vol. 41, Sept. 15, 
1976: 

"The term ‘Director, Alcohol, Tobacco 
and Firearms Division’ has been replaced by 
the term ‘Internal Revenue Service’.” 

A copy of the instant Federal Register is 
enclosed herein and marked as Exhibit B 
for your convenience. What this says to 
me is that "Intemal Revenue Service” is, at 
least in this case, simply another name - an 
alias, or, as the Federal Register clearly 
States, 2 “term” - for the term “Director, 
Alcohol, Tobacco and Firearms Division’, 
which is itself (as stated) a term, and not an 
agency which Congress has ever created. 

In addition, I have looked in 31 USC, 
Chapter 3, at the list of Organizations of the 
Department of the Treasury, only to tind 
there is no “Internal Revenue Service" listed 
there as an organization of the Department 
of the Treasury. 

Further research reveals that there is no 
“Intemal Revenue Service” listed as an 
agency, or even a term, within any of the 
organizations listed in Chapter 3. A copy of 
31 USC Chapter 3 is enclosed herein and 
marked as Exhibit C. 


Furthermore, I have found in 27 USC @ 
250.11 (copy enclosed herein and marked 
Exhibit D) that the definition of "Revenue 
Agent” is given as: 

“Any duly authorized Commonwealth 
Interna! Revenue Agent of the Depariment 
of the Treasury of Puerto Rico,“and that the 
definition of “Secretary” is given as; “The 
Secretary of the Department of the Treasury 
of Puerto Rico." 

So there apparently exists another 

Department of the Treasury” -- in Puerto 
Rico, Is “Internal Revenue Service” found 
somewhere in the Department of the 
Treasury of Puerto Rico, since it isn't found 
in the list of organizations in the Department 
of the Treasury in Title 31, United States 
Code, or within any of those listed organi- 
zations? 

Finally, I have found at 48 USC @ 1402 
{copy enclosed herein and marked as 
Exhibit E), the following: 

“Tite HI of the National Prohibition Act. 
as amended ard all provisions of the inter- 
nal revenue laws relating to the enforcement 
thereof , are hereby extended to and made 
applicable to [Puerto Rico and] the Virgin 
Islands..." 

| find still further, in the same section, 
under History, Ancillary Laws and Direc- 
tives. 

“Title HI of the National Prohibition 
Act”. referred to in this section, is Act Oct. 
28, 1919, ch 85. Title IH, 41 Stat. 319. 
which was generally classified to 27 USC 
@@ 71 et seq. pror to supersedure by the 
Internal Revenue Code of 1939, and subse- 
quendy by the Internal Revenue Code of 
1954." 

The previous statement says to me that 
Tide HH of the National Prohibition Act was 
classified through several stages to the 
internal Revenue Code. That conclusion is 
supported and confirmed by the following, 
tound in the same section: 

“The internal revenus laws”, referred to 
in this secton, are located generally at 26 
USCS @@ 1 et seq.” 

Mrs. Richardson, 2s you know, 26 USCS 
is the intemal Revenue Code, and" @@ | 
et seq.” means: “Section | and all which fol- 
lows it.” 

In other words, this cite from Title 48 
plainly states that the entire Internal 
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Revenue Code, from start to finish. is "gen- 
erally" made up of "internal revenue laws" 
which are relevant to the enforcement of 
Title II of the National Prohibition Act, 
which is presently located in Puerto Rico 
and the Virgin Islands. 

This is truly astounding. Obviously, 
when I read the above statute, I must ask 
this question: 

Which internal revenue laws “generally 
.ocated at 26 USCS @@ | ct seq.” are rele- 
vant to anything other than and/or in addi- 
tion to the enforcement of Title II] of the 
National Prohibition Act? 

So far my research reveals the following: 

a) The only “Interna! Revenue Service” I 
can find so far is not an agency at all, but 
simply an alias (term replacement) for the 
term “Director. Alcohol, Tobacco and 
Firearms Division." 

5) “Internal Revenue Service” isn't listed 
as an organization of the Department of the 
Treasury in Title 31, but that there does 
exist in statute another “Department of the 
Treasury" - of Puerto Rico - which has a 
"Secretary" and “Revenue Agent(s)", and 
perhaps an “Internal Revenue Service" 
although I have yet to locate such “agency” 
or “term” therein. 

c) The internal revenue laws relevant to 
the enforcement of Title II of the National 
Prohibition Act are “generally located at 
26 USCS @@ 1 et seq.”, in other words, 
throughout the entire Internal Revenue 
Code, and I have no way of knowing which 
internal revenue laws in the Code are 
relevant to anything other than and/or in 
addition to Title IH of the National 
Prohibition Act. 

At the state level, it is a well-acknowl- 
edged and accepted rule that a duly consti- 
cuted office of the state government must be 
created either by the state constitution itself, 
ar else by some specific legislative act; see 
the following: 

Panon v. Bd. Of Health, 127 cal. 388, 393, 59 P. 702, 
70-4 (1899) - “One of the requisites is that the office must 
be created by the constitution of the state or it must be 
authorized by some statute.“ 

First Not. Bank of Colombus v. State, 80 Neb. 597, 
114 N.W. 772, 773 (1908): State ex rel. Peyton y. 
Curningham. 39 Ment. 197, 103 P. 497, 498 (1909); 
State ex rel Stage y. Mackie, 82 Conn. 398, 74 A. 759. 


761 (1909); State ex rel. Key y Bond, 94 W. Va. 255, 118 
5 E. 276, 279 (1923) - “a position is a public office when 


it is created by law.” 

Coyne y. State, 22 Chlo app. 362, 153 N.E, 876, 877 
{1926} - “Unless the office existed there could be no oñ- 
cer either ds facto or de jura. A de facto officer is ane 
invested with an office; but if there is a0 office with 


which to tavest one, there can te no offiser. An cffice 
may exist only by duly constituted iaw.” 

diate y Quinn, 35 N.M. $2, 290 P. 736, 787 (1930); 
Tumer y Stats, 226 Ala. 269, 146 So. 601, 602 ($933); 
Oklahoma City v. Century Indemary Co.. 178 OKI. 212, 
62 P.2d 94, 97 (1936); State ox rel, Nagle v, Kelsey, 102 
Mort. 8, 55 P. 2d 635. 689 (1936); Staplecon y, 
Exohmiller. 53 Ariz. 11, 85 P. 2d 49, 51 (1938); 
Auchholtz v Hili, 178 Md. 280, 13 A. 2d 348, 350 
(1940): Krawiec v, Industrial Comm,, 372 ul. $60, 25 
N.E. 2d 27. 29 (1940). Peonte v. Raosey, 16 Cal. 2d 636, 
107 P. 2d 388. 391 (1940); Indy 
State Highway Comal. 6! Anz. 59, 14$ P 2d 846, 349 
(1943); State cx rel. Brown s Blew, 20 Wash. 2d 47, 145 
P. 2d 554, $56 (1944); Martin y. Smith, 239 Wis. 314, 1 
NW. 24 163, 172 (1941): Tayler v. Commonwealth, 395 
Ky. 75, 202 S.W. 2d 992, 994 (1947); Scare ex rel, 
Hamblen v. Yelle, 29 Wash. 2d 68. 185 P. 2d 723, 723 
(1957); Morris y. Peters, 203 Ge 350, 46 S.E. 2d 729, 
733 (1958); Weaver v, North Bergen Ta.. 10 NJ. Super. 
96, 76 A, 2d 701 (1950); Tomans v, State, 71 Ariz. 147, 
224 P. 2d 1C9. 211 (19$0): Pollack v. Montoya, $5 N.W. 
390, 234 P, 2d 336, 338 (1951), Schaeffer y. Superior 
Courtin & for Sants Barbara County, 248 P. 24 4£0, 353 
(Cal App. 1952): Brisnigham v, Stare, 86 Ga. App. 340, 
71 S.E. 2d 698, 703 (1952); Stue ex rel Mathews y, 
uay. 258 p. 2d 992, 984 (Nev. 1953); Doskery 
ANSANS, 342. Mich. $48, 70 N.W. 2d 765, 767 (1955); 
Heinch vy. County Comm, of Anae Anucdel County, 222 
Md. 304, 159 A. 2d 642, 643 (1960); Mciland v. Cody, 
359 Mich. 78, 101 N.W. 2d 336, 341 (1960): Jones y. 
Mulls, 216, Go. 616, 118 S.E. 2d 484, 485 (1961); Stase 
2 Hord, 264 N.C. 149, 141 S.E. 2d 241. 265 (1565); 
p Bd. Of Tp. of West Milford v. To. Council of 
Ip of West Milford, 123 N.J. Super. 135, 301 A. 2d 781, 
784 (1973): Yonder Linden v. Crews, 203, N.W. 2d 686, 
588 (lowa 1973); Kirk v, Floumoy, 36 Cal.App. 3d 553, 
111 Cal. Rpte. 674, 675 (1974); Worgo v, Industrial 
Comm, 58 Ul. 2d 234, 317 N.E. 2d S19, 521 (1974): 
Saey. Bailey, 220 SE. 2d 432, 435 (W Va. 1975); Leek 
v Theis, 217 Kan. 784, 539 P. 2d 304, 323 (1975): 


t 2 4 nor 


idw vi y h igne 
Communications, Inc., 37 IILApp. 3d 926, 347 N.E, 2d 
34, 38 (1976): ond State v, Pickney, 276 N.W. 2d 333, 
236 (lowa 1979). 
This same rule applies at the federal level 
Sec United Stass v, Germains, 99 US. 508 (1879); 
Norton y Shelby Counry, 113 U.S. 425, 441, 6 5. Cu 


1121 (1886) - “there can be no officer, either de jure or 
de facto, if there be no office to fill;* United States v, 
Mouwal, 124 U.S. 303. 8 S.Ct. 505 (1888); United Scares 
vy Smith. 124 US. $25, 8 S.Ct $95 (1888); Glavey vy, 
United Staes, 182 U.S. $95, 607, 21 S.Ct. 891 (1901) - 
"The law creates the office, prescribes its duties“: 
Cochnowes y. Linited States, 248 U.S, 405, $07, 39 S.Ct 
137 (1919) - “Primarily we may say that the creation of 
offices and the assignment of their compensation is a leg- 
islative function. And we tink the delegation of such 
function and the extent of ita delegation must have clear 


expression or implication”; Buman y. United Siate, 252 


U.S. $12, 516. 40 S.Ct. 375, 376 (1920); Metcalf & Eddy 
v Sickel, 269 U.S. 514, 46 S.Ct. 172, 173 (1926); 
XLRB. w Coca-Cola Acting Co, of Louisville, 350 
U.S. 264, 269, 76 S.Ct. 383 (1986) - ~ ‘Officers’ normat- 
iy means those who hold defined offices. [t cees not 
mean the boys in the back room or other agencies of 
invisible government, whether in politics or in the trade- 
union movement; Cowley v Souben Ry, Co, 139 F. 
851, 853 (Sth Cir. 1905); Adams y. Murphy, 165 F. 304 
(8th Cir, 1998); Sully v. United States. 193 F. 135. 137 
(D.Nev. 1910) - ` There san be no offices of che United 
States, strictly speaking. except those which are created 
by the Conuutution itself. or by an act of Congress. and. 
when Congress does so es:ablish an inferior office:” 
Commissioner y. Harlan, 80 F. 2d 660, 662 (9th Cir. 
1935); Varden v. Risings, 20 F. Supp. 495 (E.D.Ky. 
1937); Anooni v. Blas Nadals Heirs, 94 F. 2d $13, 515 
{Ist Cir. 1935); and Pepe vy. Commisuoensr, 138 F. 24 
1006, 1009 (6th Cir, 1943). 

Since [I have reached the conclusion that 
an agency known as “Intemal Revenue 
Service” has never been created by Con- 
gress, | am hereby requesting that you 
provide to me the citation of any stacute(s) 
which really did create the/an “Internal 
Revenue Service” (other than the “Internal 
Revenue Service” referenced in Exhibit B, 
which is admittedly only a term replacing 
another term, and clearly not an agency.) 

I am also requesting that you inform me 
where in the Department of the Treasury (of 
the United Sates, not of Puerto Rico} 
“Internal Revenue Service” is located and 
listed as an agency, and provide me with the 
Statutes to support its establishment and 
location therein. 

Finally, I am also asking you to provide 
me with a clear and statutorily supported 
statement which clarifies exactly which 
intemal revenue laws “generally Iccated" in 
the entire Internal Revenue Code are rele- 
vant to anything other than and/or in addi- 
tion to the enforcement of Title III of the 
National Prohibition Act. 

Since this is a question of profound per- 
sonal and national importance, I request that 
you provide an answer to me within thirty 
(30) days. Failing a response within that 
ume period, I shall conclude that you can 
find no such statute(s) responsive to my 
request, and I shall act accordingly. 

Respectfully, Mark & Tina Terry 
405-C South Beeline Highway 
Payson, Arizona 85541 


(Editor's Note: Larry Becraft is a 
private attorney who also serves as 
legal counsel for this magazine. The 
Terrys are legal researchers.) 
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Rebellion or 
Revolution? 


by Steffan M. Bertsch, 
Attorney at Law 


For years, I've said the principle 
problem with the legal profession was cow- 
ardice. Until recently, it was almost unpos- 
sible to find a lawyer who was more inter- 
ested in law than procedure or justice rather 
than billing -- and rarest of all, had the cour- 
age to stand up and challenge the system. 

Times change. Although still exceed- 
ingly rare, there is a growing cadre of law- 
yers willing to stand up and fight against 
the system. Mr Bertsch appears is one of 
those remarkable lawyers who has courage 
and is therefore worthy of real respect. 

On July 4, 1996, Mr Bertsch pub- _ 
ished the e following press release in order _ 
“10 ex to exposé mas massive fraud by the IRS. “His 
“press release was based on a series of let- 
ters asking Washington's Governor, State 


ED 
Bar President, and Attorney General for 


help in correcting that fraud. Those letters 


follow the press release and provide a well- 

written, professional explanation of some 
of the fundamental fraud inherent in the In- 
ternal Revenue Code. 


PRESS RELEASE 
JULY 4, 1996 


An Everett, Washington attorney, 
Steffan M. Bertsch, has spent over eighteen 
months examining the Internal Revenue 
Code and its regulations and concluded that 
there is no authority forthe IRS to seize any 
personal or real property in Washington 
State for alleged income tax liabilities from 
most citizens. Bertsch charges that the 
agency has been seizing property for de- 
cades through numerous deceptions and 
strong-arm methods, and has conducted an 
ongoing fraud that nearly everyone in the 
state believes to be legal. The state of af- 


fairs is this;_The IRS is operating outside 
the law and has placed the citizens of Wash- | 


ington State under "governmental a anarchy. 


-e 
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Beginning In March of 1996, Bertsch 
sought the aid of the Attorney General of 


„Washington, Christine Gregoire, in expos- 


ing the fraud. Ms. Gregoire's office re- 
‘Searched the issue and attempted to defend 
the unlawful acts of the IRS, but has been 


_ totally unable to rebut Bertsch's charge of 


fraudulent conversion of property by the 
IRS. a 

On May 1. 1996, Bertsch also sought 
the aid of Edward Shea, the president of the 
Washington State Bar Association, to ex- 
pose the fraudulent activity of the IRS in 
seizing property without lawful authority. 
In response to the plea for assistance In ex- 
posing the fraud, Mr. Shea acknowledged 
that Bertsch was exercising his right to free- 
dom of speech, and suggested that the 
United States Attorneys and the Department 
of Justice would be the proper agencies to 
contact for relief. Bertsch responded to this 
suggestion by indicating that both of those 
parties were too close to the fraud to be ob- 
jective, and proposed that he be allowed to 
present a seminar to bar members to reveal 
the fraud to Washington State lawyers, who 
like the rest of the people, are totally igno- 
rant of the scheme. To date the bar has re- 
mained silent about the proposed seminar. 

In April of 1996, Bertsch began cor- 
respondence with Governor Lowry's office 
in an effort to halt the illegal seizures by the 
IRS in Washington State. The governor re- 
sponded the “Because the issue raised is a 
federal matter, it is out of my jurisdiction as 


oyen Governor Lowry: added that, T 
a = 


S ji 

The fraud Bertsch charges is too se- 
vere for the Washington State Bar Associa- 
tion to Investigate, too egregious for the At- 
torney General to defend, and originates 
from too great a power for the governor to 
act upon it. The duty of exposing a system- 
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atic fraud that only Charles Ponzi could 
admire falls upon the media. 


Members of the media who are in- 
terested in further information can contact 
Steffan M. Bertsch at 1-800-597-1789. 


Here's the key letters that ultimately 
precipitated Mr. Bertsch’s Press Release: 


May 1, 1996 


Edward F. Shea, President 
Washington State Bar Association 
500 Westin Building 

2001 Sixth Avenue 

Seattle, Washington 98121 


Dear Mr. Shea: 

After reading your article about com- 
mon-law courts In the May issue of the 
Washington State Bar News, I felt com- 
pelled to write you. You began to close in 
the penultimate paragraph with: 

“When we know that our fellow law- 
yers in public office and judges within the 
judicial system are being subjected to coer- 
cion and harassment, we must recognize our 
affirmative professional responsibility to 
speak out against this harassment and to 
educate the public about the true value of 
our judicial system and law—and we will.” 

| have discovered a fraud that has a 
long-standing acceptance in Washington 
State. When I learned of the fraud. I na- 
ively said, “No problem, we'll take it into 
the courts and have it remedied immedi- 
ately.” To my surpnse, i discovered that 
judges either cannot or will not address this 
fraud. My only conclusion is that they are 
being coerced into acceptance of it. Since 
you are strongly opposed to the harassment 
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of judges, I appeal to you to shine the light 
of truth upon this enormous deception that 
is explained below in a letter I sent our state 
Attomey General. 


About eighteen months ago a client 
explained to me that there was a problem 
with the Internal Revenue Code. I re- 
sponded that while it was quite confusing, 
when it was traced from beginning to end 
that it was cohesive and legitimate. He dis- 
agreed, and challenged me to locate a sec- 
tion in the code that required ordinary 

_people to file 1040 returns to the IRS. 

~~ One moming | nad a few minutes free 
while in the law library, and opencd title 26 
of the United States Code. Assuming that [ 
would find the answer immediately, 1 did 
not bother to sit while skimming the stat- 
utes. To my surprise, the answer was not 
readily apparent. [ spent the entire next two 
days looking for the elusive section. 

Somewhat nervous that there might 
not be such a section, | contacted CPA’s, 
lawyers, tax attorneys, the IRS, and finally 
wrote my tax professor. None could show 
me the section, The best answer I received 


was, that by implication, section 6012 re-__ 


quired “people t to file. By implication? By 
‘implication, Washington State citizens have 
gone to jail for failure to file 1040s? This ts 
tragic. 

l realize that | am attempting to prove 
the negative, which is tedious and unreward- 
ing. Perhaps someone on your staff could 
spend enough time to show me the author- 
ity that forces ordinary people to file retums. 
I doubt it can be produced. 

As | looked into the issue of duty to 
file 1040's, | found that the IRS has inten- 
tionally misclassift fied mi many ny of m my ‘clients as 
Coal miners, fir irearms dealers. et t cetera, and 


“assessed t thema as owing excise taxes. Why 
excise taxes, | wondered, and discovered 
that the [RS has no authority to seize prop- 
erly for income tax liabilities of ordinary 
people, but they do for excise tax. 


I AGREE WITH THIS QUOTE: — 
“THE POWER TO TAX 1S THE 
POWER TO DESTROY. “” 


Volume 6, Na. 3 


I now understand how Galileo must 
have felt when he claimed the earth was 
round, Nobody wants to hear the truth. I 
have no choice but to charge the IRS with _ 
_fraudulent, deceptive operations within X 
“Washington: State, and I ask your office to 
investigate it forthwith. I would be happy 
to meet with you at any time to discuss my 
position, and will gladly present you with 
documents to substantiate my claim, 


As I delved into this fraud, | became a 
student of history and learned that there are 
really only two political philosophies. One 
that looks out for the rights of the people, such 
as the Whigs of the American Revolution. The 
ulher protects the rights of rulers, such as the 
Tories of the same period. Today, we have 
many Tories, and few Whigs. 

The Bar Association can combat this 
fraud. We have the people, the position 
within sociely, and a proud history behind 
us. In 1765. the British Parliament passed 
a dreadful Stamp Act. It was the first time 
on our soil that the Tories attempted a di- 
rect taxation of the colonists. The tax re- 
quired a revenuc stamp be affixed to most 
legal documents. Lawyers were mostly 
Whigs in those days and they collectively 
refused to pay the tax because it violated 
people's rights. In Virginia, the bar closed 
down the courts entirely by boycotting them, 
which got the attention of Parliament be- 
cause the British merchants were unable to 
collect debts without courts operating in the 
colony. The Stamp Act was repealed. 

Again, in 1774, the Virginia courts 
closed. This time it was not because of a 
repressive act by Parliament, but the royal 
governor, Lord Dunsmore abolished the 
House of Burgesses. Court fees were set 
by a statute that had a-sunset clause in it 
and itexpired. Since the elective body was 
terminated, the law could not be extended. 
Lawyers were not paid, so, again, for a less 
idealistic purpose than in 1765, the courts 
in Virginia had their doors shut. 


WELL, MEET THE WRECKING CREW ! 
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Today, the public is leaming at a rapid 
pace of the IRS fraud. Those who leam of 
the fraud have lost respect for the courts. 
the judges. and the bar because it is through 
those agents that the unlawful action of the 
IRS continues. Nobody who leams of the 
fraud forgets about it. The principles that 
drove the Revolution were Whig principles, 
which stand for people's rights and truth. 
The Whigs have stared rolling a snowbail 
of truth and set its course to crush the fraud. 
or be melted into oblivion by lies from hell. 

The IRS is playing a diabolical game 
of deception and thuggery. [ call upon the 
bar to investigate my claims, and if they be 
unfounded, then I am thoroughly deluded. 
and have no business practicing law. 

My several petitions to State Attor- 
ney General Christine Gregoire have accom- 
plished nothing. Recently, | appealed to the 
governor of the state, and in faimess, he has 
not had sufficient time to respond to my two 
letters, so I am uncertain whether his office 
will take the matter seriously. 

What I can say, however, is that the 
common-law courts you wrote about are a 
symptom, not a cause. The cause is the 
American Government was founded upon 
Whig principles, and the Tories have been 
eating away at people's rights since 1783. 
My research reveals that the some of the 
dirtiest work was done in 1803, but horrid 
frauds have readily followed those from 
1803. [t appears that the only way the To- 
ties could succeed in corrupting the Amen- 
can system was with ties. As George Wash- 
ington and Thomas Paine both warned us. 
when a wolf knocks at the door, he is easily 
identified and ejected, but when a wolf in- 
filtrates and wins the confidence of the 
sheep, he can be devastating. 

I offer this plea: Have the Washing- 
ton State Bar Association conduct a thor- 
ough investigation of the IRS and its au- 
thority by public hearing. You will be 
amazed how fast the people will flock to 
the support of the bar in this endeavor. I 
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fear that if we of the bar do not attack this 
matter, that the people will take the examples 
of 1765 and 1774 Virginia, and close down 
the courts. The common-ijaw courts show 
us that this has begun. Time is running out, 
and the snowball of tuih may mow down 
the entire bar. It will not be a pleasant task, 
but we can support the truth and energize 
that icy sphere and vanquish the lies. 

Sincerely, 

Steffan M. Bertsch 


vewns 


June 26, 1996 


Mr. Edward F. Shea 

President 

Washington State Bar Association 
1816 North 20th Avenue 

Pasco, Washington 99302 


Re: Complaint Regarding Illegal Seizures 
of Property by IRS 


Dear Mr. Shea: 

{ wish to thank you for responding 
to my several letters of complaint regarding 
ithe Internal Revenue Services illegal sei- 
zures of property in Washington State by 
your letter of June 20, 1996. As you stated, 
my petition to the Washington State Bar 


$ Tired of fighting all 
6 the battles alone? 


Single women and men: 
bA Contact other singles 
YN Yinterested in Constitution, 
| A common law, freedom 


issues, and traditional values. 


Form a bond with someone who 
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and concerns. 


Find someone special for love and 
support and begin to enjoy every 
day to its fullest with your new 
partner while planning a happy 
and successful life together. 


JOIN US TODAY! 


For Free Information: 
Send large self-addressed, 
stamped envelope to: 
Freedom Lovers Connection 
c/o P.O. Box 987-AA 
Alamogordo, New Mexico 
[88311] 
1-505-437-6546 


Association was an exercise of my free 
speech, but it encompasses much more of 
the First Amendment than that. My peti- 
tion was made to attempt to find redress for 
grievous wrongs, and further, it was made 
in the idealistic hope that truth was still a 
commodity that lawyers cared about in 
America. | think that your dismissal of my 
complaint is unfair to the individual mem- 
bers of the bar. Each member deserves to 
know that he or she 1s acquiescing to fraudu- 
lent seizures of property by the IRS. 

Your recommendation that 1 present 
my “accusations” to the Department of Jus- 
tice and the United States Attomeys of the 
Westem District of Washington State is dis- 
couraging. My petition was to the bar be- 
cause the United States Attorneys and the 
Department of Justice are too close to the 
source of the fraud to be objective. The bar 
is supposed to be an independent organiza- 
tion and not subject to undue influence or 
control by the executive or Icgislative 
branches. I had believed that the bar would 
be concerned about my charges of massive 
fraud. 

{twas with great trepidation that | pe- 
utioned the bar association, knowing full 
well that my charges of fraud, if investigated 
by the bar, would shed light that would be 
devastating. There are lawyers whose for- 
tunes and liberty will be stripped when the 
truth is told. However, | know that the vast 
majority of the members of the bar are ethi- 
cal and honest, and I know that when the 
evidence is presented, those members will 
support the truth. The bulk of our mem- 
bers are ignorant of the fraud, and are truly 
victims of the IRS scheme. 

Since, from your response, i must as- 
sume that the bar will not conduct an Inves- 
tigation into the allegations of fraud, 1 wish 
to propose an alternate method to eliminate 
ignorance and educate the members of the 
bar. [ will volunteer my time, prepare a 
seminar, and present it at no cost if the bar 
will accredit it for CLE and advertise it to 
the bar members. [ will gladly give U.S. 
Attomeys, the IRS, or any interested par- 
ties an opportunity to assist in the prepara- 
tion of the materials, and ample time to 
speak at the seminar to rebut my charges. 
Then, after a full discussion of the issue, 
the bar members can decide whether the IRS 
seizures are lawful or illegal. 

I wouid appreciate a prompt response 
to my proposal. 

Sincerely, 

Steffan M. Bertsch 
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On July 2, 1996, Bur President Shea 
responded to Mr. Bertsch: 


l betieve my suggestions that you take 
this matter to the United States Department 
of Justice in Washington D.C., and to the 
United States Auomey’s Office for the West- 
em District of Washington were and are con- 
structive. I continue to believe in the integ- 
rity of the United States Department of Jus- 
tice and its regional offices of U.S. Autor- 
neys to pursue justice wherever the facts 
may lead. Finally, there are no end of op- 
tions that you have as an individual practi- 
tioner and as a citizen including contact with 
members of the congressional delegation 
about your concerns. 

Sincerely, 

Edward F Shea, President 
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Apparently, the Washingion State 
Bar will not help provide a public forum in 
which the legitimacy of the IRS might be 
questioned, confirmed, or denied. 
Mr. Bertsch had also shared his con- 
cerns about the IRS with Christine 0. 
Gregoire. Attorney General of Washington, 
at PO Box 40123, Olympia WA 98504-0123. 
On April 30, 1996, a Washington State As- 
sistant Attorney General responded with an 
excellent example of the government's stan- 
dard “analysis” (justification) of income 
tax and the general population's obligation 
to file and pay. The underlined text is pro- 
vided by the AG's office. 


Dear Mr. Bertsch: 

Your letter of March 15, 1996, to the 
Attomey General has been referred to me 
for reply. In your letter you raise some con- 
cerns you had about perceived problems 
with the Internal Revenue Code. Briefly 
summarizing, the issues you raised were: 

(1) whether there was in fact a code 
section requiring people to file 1040 retums 
with the Internal Revenue Service; 

(2) whether Section 6012 of the 
Code can be read as requiring peopte ta file 
tax returns; 

(3) whether, in the absence of provi- 
sions requiring individuals lo file, Washing- 
ton citizens may have gone to jail for fail- 
ure to file a 1040; and 

(4) whether the Intemai Revenue Ser- 
vice has authority to seize property for the in- 
come tax liabilities of Washington citizens. 


l have received a second letter from 


you in which you allege that the IRS has 
abused its power, and express a number of 
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concerns about reasons behind this office’s 
failure to respond to your inquiries. You 
stated in your April 2nd letter that you sent 
another letter on March 24, 1996, which we 
have not been able to locate. 

The general requirement to file can 
be found in the language of Section 600! 
of Title 26 of the United States Cade, better 
known as the Internal Revenue Cade (IRC) 
which provides in relevant part: 

Section 6001. Notice or regula- 
tions requiring records, statements, and 
special returns. Every person liable for any 
tax imposed by this title, or for the callec- 
tion thereof, shall keep such records, ren- 
der such statements, make such returns, and 

with s n lati as 
tie fre im 
eriba: EEVT in the iidem of the 
Secretary it is necessary, he may require any 
nerian, by notice served upon such person 
or iz ren- 
der such statements, or keep such records, 
as the Secretary deems sufficient to show 
whether or not such person is liable for tax 
under this titie. 


26 U.S.C. 6001 (emphasis mine). As 
you can see, Section 6001 not only requires 
every person liable for any tax to file, but 
also authorizes the Sccretary to promulgate 
regulations requiring that people file to show 
that they owe no tax, if that is their conten- 
tion. 

The details of the requirement to file 
are further explained in Sections 6011 and 
6012, which provide in relevant part: 

Section 6011. General requirement 
of return, statement, or list. 

(a) General rule. When required 
by regulations prescribed by the Secretary 
any person made liable for any tax imposed 
by this title, or with respect to the collec- 
tion thereof. shall make a return or state- 

x bef ] lati 
prescribed by the Secretary. Every person 
required to make a retum or statement shall 
include therein the information required by 
such forms or regulations. 

ame 

(N) Income, estate, and gift taxes. For 
requirement that returns of income . . . be 
made whether or not there is tax liability, 
{see 6012, below). 

Section 6012. Persons required to 
make returns of income. 

(a) General rule. Retums with respect 
to income taxes under subtitle A shall be 
made by the following: 

(1)(A) Every individual having tor 
TE 
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26 U.S.C. 6011. 6012 (emphasis 
mine). You will see that Section 60) 2 leaves 
no doubt that anyone with gross income 
above the exemption amount must file a re- 
turn for each taxable year that such is the 
case. This requirement is made even more 
explicitly in Section 1.6012-1 of the Code 
of Federal Regulations (CFR), which pro- 
vides in pertinent part: 

Section 1.6012-] Individuals re- 
quired to make returns of income. 

(a)(1) An income tax return must be 
filed by every individual for cach taxable 
year tea 


Section 601! mandates that people 
comply with regulations set out by the Sec- 
retary with respect to the forms used when 
filing their returns. As you can see from 
paragraph (6) of Section 1.6012-1 of the 
CFR, the regulation also makes the Form 
1040 the default form to use for filing pur- 
poses, unless one can qualify under an op- 
ttonal {usually shorter) form. In any case. 
every person is required to file a return and 
to use the mandated forms when doing sc: 

(6) Form 1040 is prescribed for gen- 
erai use in making the return required un- 
der this paragraph. Form 1040A is an op- 
ional short form which may be used by cer- 
tain taxpayers. 


AS you seem to be aware, the penal- 
ties for failing to file can be somewhat se- 
vere and can include both tines and tmpris- 
onment. Section 665! of Title 26 of the 
Code first provides for monetary penalties, 
usually a percentage of the tax owing, where 
someone fails to file a return: 

Section 6651. Failure to file tax 
return or to pay tax. 
(a) Addition to the tax. Incase of 
A : 
(1) to üle any return required un- 
der authority of subchapter A of chapter 6! 
[which includes sections 6001. 6011. and 
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5012. above}. on the date prescribed there- 
for. .. unless it is shown that such failure 
is due to reasonable cause and not due to 
willful neglect, there shall be added te the 
amount required to be shown as tax on such 
return 5 percent of the amount of such tax if 
the failure is for not more than | month, 
with an additional $ percent for each addi- 
tional month or fraction thereof during 
which such failure continues, not exceed- 
ing 25 percent in the aggregate. ... Inthe 
case of a failure to file a return of tax im- 
posed by chapter ] [normal income tayi 
within 60 days of the date prescribed for 
filing such retum, unless it is shown that 
such failure is duc to reasonable cause and 
not due to willful neglect, the addition to 
tax under paragraph (1) shall not be less than 
the lesser of $100 or 100 percent of the 
amount required to be shown as tax on such 
return. 

(D) Increase in penalty for vraude- 
lent failure to file. If any failure to rile any 
retum ts fraudulent, paragraph (1) of sub- 
section (a) shall be applied— 

(1) by substituting “15 percent” for 
“5 percent” each place it appears. and 

12) by substituting “75 percent“ for 
“25 percent”. 

26 U.S.C. 6651 (emphasis mine). 
Where the failure to file is willful. more se- 
vere penalties may result. Section 7201 of 
the Code provides: 


Section 7201. Attempt to ev ade or 
defeat tax. ial who wi at 
if y r 
tax imposed by this utle or the payment 
thereof shall, in addition to other penalues 
provided by law. be guilty of a felony and. 
upon conviction thereof, shal! be fined nay 

} i sons 1 mo 
than 5 years, or beth, together with the casts 
of prosecution. 
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26 U.S.C. 7201 (empnasis mine). See 
e.g., AJ, McClanahan Est. (95 TC 98, Dec 
46.743), where a physician's failure to file 
iax returns constituted a statement of zero 
tax liability and triggered penalties for fail- 
ing to pay taxes. 


Section 7203 of the IRC makes ex- 
plicit that willful failure to make a return 
can also result in fines and imprisonment: 

Section 7203. Willful failure to 
file return, supply Information, or pay 
tax. Any person required under this title to 
pay any estimated tax or tax, or required by 
this title or regulations made under author- 
ity thereof to make a returr,, keep any 
records, or supply any information, who 
~illtully fails to pay such estimated tax or 
lax, make such return, keep such records, 
or supply such information, at the time or 
times required by law or regulations, shail, 
in addition to other penalties provided by 
law, be guilty of a misdemeanor and, upon 
cQnviction thereof, shall be fined not more, 
than $2 i iso Ore 
| year, or both, together with the costs of 
prosecution. 


26 U.S.C. 7203 (emphasis mine). 
For an excellent case on what constitutes 
“willfulness,” see Cheek v. United States, 
+98 U.S. 192,112 L. Ed. 2d 617,111 S, Ct. 
604 (1991). 


[ hope this answers your concerns re- 
garding the source of the Intemal Revenue 
Service's statutory authority to require 
people to file tax returns and to promulgate 
regulations regarding how such filing should 
be done. I further hope | have answered 
your questions regarding the power of law 
enforcement officials to execute their du- 
ties in upholding these Jaws, even if it re- 
quires that those who willfully disobey the 
law suffer criminal prosecution. 

Very truly yours, 

sf Leland T. Johnson, 

Assistant Attorney General 
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On May 7, 1996, Mr. Bertsch re- 
sponded to Assistant Attorney General 
Johnson with a remarkable analysis af the 
Internal Revenue Code. Note the personal 
trauma attorney Bertsch experienced when 
he first realized the IRS was a massive fraud. 
{t's not easy for a lawyer who truly believes 
in the legal system to discover that system 
is cowardly and corrupt. 


Dear Mr. Johnson: 

l have read your leuer of April 30, 
1996, and wish to thank you for taking the 
time to research the code to attempt to an- 
swer my questions. On the surface, your 
response seems full, complete, and to vin- 
dicate the activities of the Internal Revenue 
Service in Washington State. However, as 
with any fraud, what you sce’ is often not 
what you get. 

1 will not attempt to display all of the 
fraud in this response, but only show you 
pieces of how it works. I hope that after 
reading this, you will grant me a meeting, 
at which | will present as much or as little 
evidence as you wish to view about how 
the fraud works against almost every Wash- 
ington State citizen. 

Title 26 of the United States Code 
operates much like a mirror image. When a 
person with no knowledge of reflections first 
views himself in a mirror, it appears thatthe 
image is an identical representation of him. 
When he jumps up and down in front of the 
mirror, his image behaves likewise, and 
again. it looks to be a perfect representa- 
tion, But, when he extends his right arm, 
he receives a clue to how the mirror distorts 
reality. The image in the mirror appears to 
extend its left. And as he examines the im- 
age closer, he notices that all lettering is re- 
versed. The explanation for the IRC in your 
letter would be precise and accurate if the 
IRC were not a mirror. 

But, alas, a mirror it ts, and its image 
is often 180 degrees afoul of reality. The 
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code absolutely represents the authonty of 
the IRS over everyone who jumps up and 
down before the mirror, but it imposes no 
control over those who move side to side. 
The code, at first glance seems to cover those 
moving side to side, but on close inspec- 
lion, it controis them not. 

I realize this sounds strange to you, 
because you have been reared under the con- 
cept that the Income tax is a lawful tax. You, 
like most Americans, have naively accepted 
that our government stands for truth, and 
you have been educated as to its legality by 
people who were probably naively ignorant 
of the facts, unless, they were active par- 
ticipants in the fraud. And, you have not 
considered an investigation of its lawful- 
ness. Why would you question what tax 
attorneys, CPAs, and law professors tell you 
is fact? I did not until most recently. And 
after discovering the fraud | fell into depres- 
sion, followed by rage, and, finally, landed 
where { am now, at the point where i hope 
to correct the fraud. | know now difficult 
my task es. [tis an adage that if you hear a 
lie often enough, you will believe the lie to 
be true. The IRS lie has been oft repeated, 
and oft believed. 


‘The code applies to a select group of 


__people. Those who are absolutely subject 


to the income tax portion of the IRC are fed- 
eral employees. Federal employees jump 


“up and down in front of the mirror. Those 


who are not, by and large, are people who 
are employed otherwise, the people who 
move side to side and are deceived into 
thinking they are covered by the IRC. A 
Washington State Attomey General, for in- 
stance, moves side to side. 

The deception is thorough, deep and 
wide. The IRC is a caretully. crafted set of 
statutes, filled with words of art and snares . 
to caich the naive. To understand who it 
“Covers, one must not asswne even the mi- 
nutest detail. Since you started with Sec- 
tion 6001, it should be addressed first. Bear 
in mind that the following is nota complete 
analysis, but only a summary. Further, con- 
sider that the fraud is far more obvious in 
the seizure of the properties by the IRS than 
in the reporting sections such as 6001. The 


_ heart of section 6001 _is “Every person jii- 


able forany tax..." The mystery is tô find 
the sections that makes such a “person” li- 

able. Under the code, persons include cor- 

porations. 

AS you pointed out, Section 6012 
says: “Every individual having for the tax- 
able year gross income .." One Issue is, 
quite simply, “What Is income?" Do not 
reach any conclusions that make you jump 
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up and down without thorough inspection 
of the code. Definitions and rules of con- 
struction are critical to unraveling the IRC 
fraud. Would it not be logical for the code 
to define income since that is the basis of 
the entire income tax scheme? Can you 
think of any rational reason why “income” 
is not defined in the code? 

Because of constitutional difficulties, 
the IRC does not define the word “income” 
anywhere in the title. U.S. v. Ballard, 535 F.2d 
400, 404 (1976); cert, denied, 429 U.S. 918 
(1977). Income is the basis of the 1040 tax, 
yet the IRS and the IRC never define the term. 
In the sixteenth amendment to the Constitu- 
tonis the language: `The Congress shall have 
the power to lay and collect taxes on incomes, 
from whatever source derived . 

It is from this sixteenth amendment 
that the Congress seems. to have the author- 
ity to tax wages, carnings, and all manner 
of gains made by Americans. However, “in- 
come” is not defined in the Consutution, 
nor in the IRC. In Eisner v. Macomber, 252 
U.S. 189, income is defined as “gain” or 

“profit”. One cannot assess a gain without 
first taking into account thec Costs ofa acquit- 
ing the gain, This i is basic to accounting., 

l ‘et, Section 6012 deals with gross 
eae in an attempt to bypass Macomber 
for subtitle A respecting income taxes. As 
stated earlier, income is net t gain but the IRC 
wants you i to think that all r: revenues are in- 

“come. This is violative of all accounting 
principles. The sixteenth amendment allows 
taxes on incomes, or gains. Where | do 2 you _ 
Pupos the authority comes from to tax 

“gross income” instead of ‘ ‘net income"? 

A reading of section 6012 seems to 

say that every individual with gross income 


in excess of a certain amount “shall” make _ 


. a retum. Herein hes the real constitutional 
stickler. Tf “shall” is mandatory, the IRC 1s _ 


a frontal assault upon the Bill of Rights. To 


"avoid this constitutional inconsistency, 


“shalt” is properly read to mean “may.” 
"Under the Privacy Act Notice is 
found that the information on a 1040 return 
may be given to the Department of Justice, 
other federal agencies, cities, -states, Dis- 
trict of Columbia, U.S. commonwealths or 
possession, and certain foreign govern- 
ments. These departments, agencies, and 
countries can, and in the past, have used the 
representations made upon income tax forms 
against the Individuat who supplied them 
to the IRS. In other words, an individual 
who supplies information upon a 1040 is 
subject to losing liberty or property because 
of that information. 
The information supplied by indi- 
viduals to the IRS can be used against them 
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in a count of law, Should the Department of 
Justice believe a filer to te defrauding them 
of money, the filer can be charged with in- 
come tax evasion under section 7207 and 
face felony prosecution and if he filed in- 


come tax returns such as form 1040, it can 


be used against the filer in in n the trial. trial. 

— "~The Tift amendment to the Consti- 
tution protects many rights, and one of those 
most precious to Americans Is the right not 
to be compelled to be a witness against one- 
self. The fifth amendment states in part: “No 
person... shall be compelled in any crimi- 
nal čase to be a witness against himself .. 

* Under the Constitution, unlike the IRC. 
Sparco means “a natural person. People 
have constitutionally protected rights. A 
corporation is an unnatural person and has 
no constitutional y-protected rights. There- 


ee ee es 


UES upon “corporations, ns, yet et voluntary h, 


regarding natural, persons. Hale v. Henkel, 
201 U.S. 43. 70 (1905). “...no one shalt 
be compelled to give metas which may 
expose him to prosecution forcrime.” Hale, 
supra at 66, The word “shall,” when used 
in the Constitution is obligatory upon the 
government. Regardless of how many de- 
ceptive dances the IRS might try to do to 
make “shall” mean “may,” they cannot get 
away with such chicanery When a fundamen- 
tal constitutional right hangs in the balance. 
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Section 601 2(a) says that every indi- 
vidual shall make a retum. If “shall means 
“must,” then the Congress, by passing 601 2(a) 
has superseded the Constitution of the United 
States. If shall is obligatory in this case. then 
people are required to file returns that may 
later be used against them in court as evidence 
to convict them of crimes. This cannot be the 
case, and it is not the case. 

In order for the Congress to get 
araund this nasty item attached as the fifth 
article of amendment to the Constitution. 
they give the job to their faithful agent. che 
IRS. Thef IESI then e: ther tricks people into 
‘returns, or forces the | people | to ‘pay thrall gh 
raw power even ı though the IRS lacks the 
Jawful | authority to ‘to make them. “The decep- 


` tion occurs when the [RS then: provides “al- 


teged taxpayers” with a Privacy Notice that 
is a veiled Miranda warning. The tax filer 
is supposed to interpret this notice to say, 
“Anything you tell us could land you 1n jail. 
so make certain that what you tell us is true.” 
However, it requires a most strained read- 
ing of the notice to glean this from it. 

Then the IRS incorporates the notice 
with the near bottom line of a form 1040 which 
says “Under penalties of perjury, [ declare that 
I have examined this return and accompany- 
ing schedules and statements, and to the best 
of my knowledge and belief, they are true. cor- 
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rect, and complete.” If somcone signs the 1040 
under that obligation, he subjects himself to 
perjury charges for any misrepresentations on 
the form. As a lawyer, you must consider the 
absurdity of this Catch-22. To sign a 1040 
makes one liable for a felony if there is a mis- 
‘Tepresentation, and to refuse to sign can only 
be a misdemeanor. Since the code has thou- 
sands pages, and many inconsistent sections. 
itis totally vague, so, few people, if any at all, 
could tile a return for a period with complexi- 
lics in it without making a misstatement. 

Therefore, what is the advice a law- 
yer must give a client? Tell them to attempt 
to comply with the impossible (but advise 
them that they risk becoming a felon)? Or 
tell them to forget the whole matter because 
risking a misdemeanor for noncompliance 
is better than risking a felony for misrepre- 
sentation? As l said at the onset, we stepped 
through the looking glass when we entered 
the world of the [RC and things became 
“curlouser and curiouser.” 

A Person w ho signs a 1040 becomes 
a witness against himself. This i is the pre-_ 
cise reason why one cannot he compelled 
to Complete the form: na fifth pmendment 

f Be “forced to be a witness against himself. 
“Where rights secured by the Constitution 
are involved, there can be no rule-making 
or legislation which would abrogate them.” 
Miranda v. Arizona, 384 U.S. 491. 

The preceding is a brief explanation 
of why Section 6012 is not mandatory for 
individuals, but is a voluntary section. How- 
ever, even assumitig arguendo that the IRC 
“requires people to tile returns under sec- 
uon 6012, where is the authority forthe IRS 
to seize property from Washington State citi- 
zens for alleged “income-tax” liabilities? 
The seizure regulations the IRS employs are 
under ` Title 27, or excise taxes, nor Title 26, 
or income taxes. 

` Further, why is the IRS classifying my 
clients as “gun dealers” or “coal miners” or 
the like? The answer seems to be thatthe IRS 
must place my clients under Title 27 for ex- 
cise tax liabilities before the IRS can seize 
property. While discussions could consume 
valumes on how various sections and words 
therein interplay. there is no hiding the fact 
that the IRS seizes property of state citizens 
; who supposedly have income tax liabilities un- 
der Title 27, which is fraud. 
‘= Y represent a couple; both are in their 
seventies. They made the decision, wholly in- 
dependent from any advice from me, not to 
Tile tax retums when they discovered there was 
_no duty to report to the IRS. The IRS assessed 
millions of dollars in “income tax" liabilities 
against them and sold their home at auction 
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and the couple lost their life savings while 
standing up for the principle of truth. 

The IRS scized the property through 
CFR 27, not CFR 26. The IRS acted ille- 
gally, but their action was upheld by the fed- 
eral and state courts because all judges an- 
swer to the IRS. 


sr of the. IRS, which explains why the 


couple lost in federal court. Does having 
Judges under investigation not smack of vio- 
lation of separation of powers? Who could 
be impartial under those circumstances? 

My clients’ case made me reflect 
deeply upon what | must do. After search- 
ing my soul, | realized that I must act. There- 
fore, | petitioned your office for relief for 
the rest of our state's citizens. Addition- 
ally, I have petitioned the governor and the 
president of the state bar association. 

The fraud is too ugly, too widespread, 
and too horrible for me to avoid my duty, I 
realize that this is a tremendous issue to 
present to your office, and I understand why 
it is easier to allow the fraud to continue 
than to confront it. However, I cannot live 
with myself without striking out for truth. 
If the IRS is above the law, then our once 
proud republic has fallen to anarchy. 

Respectfully submitted, 

Steffan M. Bertsch 


eli have learned that all 


pande 


Finally, here's a fetter from Mr. 
Bertsch to Washington state Governor Mike 
Lowry at P.O. Box 40002. Oivmpia. Wasit- 
ington 98504 


Dear Governor Lowry: 

I wish to thank you for responding 
to my letters of April 24, May 1, and May 9 
by your letter dated May 14, 1995. I realize 
that you have a busy schedule and I do ap- 
preciate your taking the time to answer my 
petition regarding relief from the IRS. an 
agency that is so out of contro! that it fol- 
lows no law in seizing property from the 
citizens of Washington State. As I attempted 
to explain in my petitions, there ts no 3u- 
thonty under Tide 26 of the USC and tts 
regulations for scizure of property: the IRS 
is an outlaw agency that Cerives its power 
by tricking an ignorant bar and bench into 


cooperating, or by corrupting them. 


in your response you explain shat 
because any fraud committed by the IRS 
is a federat matter. it is beyond your ju- 
tisdiction as governor of Washington 
Stare. You suggested that ! contact the 
Congress for relief. | am disheartened to 
lear that you believe that the govermmor 
has no jurisdiction over fraud committed 
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by the national government within the 
state's borders. I cannot say whether the 
IRS is a federal agency; it is an organiza- 
tion so cloaked in deception that itis next 
to impossible to ascertain whether itis a 
pnvate agent operating for Congress, or 
if it is a distinct federal bureaucracy. 
Regardless of what the characterization 
of the IRS is exactly, we know its charac- 
ter. l am chagrined to think that our gov- 
emor is impotent to halt fraud committed 
by a federal agency, if the IRS is indeed a 
federal agency, or a private contractor, if 
that is what the IRS is. 

| appreciate receiving from you a list 
of our state’s national representatives and 
senators, but | will not be petitioning to Con- 
gress tor relief. Since the IRS is the collec- 
lion agent for the Congress. | cannot imagine 
the Congress considering even the mildest of 
reprimands of its own agent, an agent that 
plunders the land and feeds its master with 
considerable booty. Congress built the IRS, 
condones its Operation, and encourages its 
every action. I appealed to your office be- 
cause the Congress is the responsible agency 
for the fraud perpetrated by the IRS. While] 
do realize that as governor you do not have 
jurisdiction over Congress, I hoped that you 
would use the powers of your office to im- 
pede or eliminate illegal activities by IRS 
agents by forcing them to follow the law in 
Washington State. 

While | am chagrined at your deci- 
sion to facilitate the ongoing fraudulent sei- 
zures of property of Washington State citi- 
zens, | am not without hope. | have ap- 
pealed to the President of the Washington 
State Bar Association for assistance in ex- 
posing the fraud. l have also beer in con- 
tact with the Atomey General’s office and 
have received a response from Leland 
Johnson of that office. Mr. Johnson ad- 
dressed many of my issues, but did not an- 
swer the issue concerning illegal seizures 
of property by the IRS. Hopefully, that was 
an oversight, and his office is working on 
the matter at this time. 

Should those petitions be unfruitful, I 
believe that I still have other channels to seek 
relier. As I indicated cartier. the courts are 
impotent because they are under the scrutiny 
of the IRS and federal judges are all under 
criminal investigation by the IRS in every as- 
pect of their performance on the benches. 
Therefore, the courts are not capable of effec- 
tively addressing this fraud. As stated earlicr, 
the Congress originated it, so that body will 
not assist. The President controls the justice 
department, which enforces the illegal sei- 
zures, so appeal to the national executive 
would also be a useless petition. 


My next step will be to appeal to 
the press. Based upon your response of 
May 14, 1996 to my petition for relief, | 
accept that it is the position of your of- 
fice that it can do nothing to impede or 
halt the ongoing fraudulent seizures of 
property by the IRS of Washington State 
citizens. Since that is the case, if I hear 
nothing to the contrary before June 10. 
1996, I will inform the media that your 
office acknowledges that the bulk of the 
property seizures for income tax liabili- 
ties are fraudulent, but that your office 
helpless to act, however it would welcome 
the support of the media to expose the 
fraudulent actions of the IRS. 

I cannot impress upon you how seri- 
ous this matter is. [If you check the history 
of rebellions in the world, you will find that 
almost all are based upon oppressive tusa- 
lion. The Congress of the United States has 
trumped many of the oppressors of the past. 
using fraud as their mechanism to collect 
taxes. At this time there is a peaceful rebel- 
lion in America. Millions of Americans 
refuse to file returns because they have 
learned of the fraud. This is a quiet protest, 
a peaceful rebellion. 

The government has labeled these 
people as “tax protestors” and painted 
them as antigovernment beings. These 
“tax protestors” are not, by and large, an- 
ugovemment, but are definitely “‘anti-cor- 
ruption.” 

Those opposing “tax protestors” line 
up as pro corruption.” In 1775, John 
Hancock and Samuel Adams were labeled 
as “tax protestors” and warrants were sworn 
out for their arrests. It was only because of 
“tax protestors” like them that there ever was 
the experiment of self government called tne 
United States of America. 

A more obvious rebellion is occurring 
in Jordan, Montana by the Freemen, who, 
whether they have committed crimes or not, 
are absolutely in rebellion over our tax col- 
lection and banking systems. My concern for 
my country is how much longer the "tax pro- 
test” will remain quiet and peaceful. When 
King George III and his Parliament attempted 
a direct tax in the form of the Stamp Act of 
1765, it was totally scoffed by the colonists 
until the act was repealed. When King George 
taxed the colonists to fund foreign wars, it 
caused protests, petitions, rebellions, and ul- 
timately led toa revolution. King George had 
the lawful authority to lax and scize, yet the 
colonists revolted. The IRS has not the law- 
ful authority to seize property for income (ax 
liabilities. 

America is replete with a history al 
Passive, quiet rebellions. The election of 
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1800 wherein Thomas Jetferson was elected 
president is one. His party of Democratic- 
Republicans immediately began dismantling 
federal power, then eliminated federal defi- 
cits and restored liberties that had been taken 
by the Federalists. One of the first oppres- 
sive acts to fall to the Jeffersonians was the 
1798 Alien and Sedition Acts, which vio- 
lated every premise af Freedom of Speech 
and Press. We are a forgiving nation, therc- 
Tore, we can have peacetul change, even 
when there is core corruption or massive op- 
pression. 

l urge you to step in and strike a blow 
for the truth because: 

“... Prudence, indeed, will dictate 
that governments long established should 
not be changed for light and transient 
causes; and accordingly all experience 
hath shown that mankind are more dis- 
posed to suffer while evils are sufferable, 
than to right themselves by abalishing the 

forms to which they are accustomed. But 
when a long train of abuses and usurpa- 
tions, pursuing Invariably the same ob- 
ject, evinces a design to reduce them un- 
der absolute despotism, it is their right, 
tt is their duty to throw off such govern- 
ment and provide new guards for their 
future security...” (Declaration of in- 
dependence, July 4, 1776) 

When the general public learns of the 
fraud, | tremble for my country. Please, use 
your office to expose the fraud while peace- 
able solutions are possible, [ know that it is 
ditticult to stand for truth in these times, that 
itis far easier to allow the lies to continue, but 
there is the greater good to consider. 

Rulers should be aware of what is 
brewing, and should respond to petitions 
of the people. But history is replete with 
their failure to consider the pleas of the 
people, which turned rebellions intorevo- 
lutions. Patrick Henry warned that, 
Tarquin and Caesar had each his Brutus, 
Charles the First his Cromwell, and 
George the Third...” his Henry. Rulers 
too often ignore the pulse of the people 
until it is too late. 

After the Bastile was stormed, King 
Louis XVI asked the Duke de la 
Rochenfoucauld, “Is this a rebellion?” to 
which the duke responded, “No, Sire, itis a 
revolution.” 


Steffan M. Bertsch, Attorney at Law, 
can be reached at P.O. Box 668, Lake 
Stevens, Washington 98258 
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